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TUESDAY, AUGUST 30, 1955 


House or REPRESENTATIVES, 
Suscommirree No. 5 or THE SeLect CoMMITTEE 
To Connvuct a Srupy Anp INVESTIGATION OF 
THE Prosiems oF SMALL Business, 
San Diego, Calif. 

The subcommittee met, pursuant to notice, at 10:05 a. m., in the 
auditorium of the Chamber of Commerce Building, 499 West Broad- 
way, San Diego, Calif., Hon. James Roosevelt (chairman of the sub- 
committee) presiding. 

Present: Representative Roosevelt. 

Also present : Representative Robert C. Wilson of the 30th Congres- 
sional District of California. 

George L. Arnold, subcommittee counsel. 

Mr. Roosevett. The meeting will come to order. 

For the information of the public and the press who are here, this is 
a meeting of Subcommittee No. 5 of the Select Committee on Small 
Business of the House of Representatives. 

The subcommittee is meeting at the request of the Retail Petroleum 
Dealers Association of San Diego County. 

I would like to emphasize, first, that these hearings are not in any 
way trials, nor are they intended to incriminate or to pass judgment 
on any of the witnesses at the hearing. They are for the purpose of 
trying to collect facts upon which legislation proposed by the sub- 
committee may be based or supported. 

The subcommittee is very lagppy and pleased today to have Con- 
gressman Wilson with us, and the Congressman, as you know, is your 
own Congressman. 

I am particularly glad to have him here, because I would like to 
emphasize, as has been emphasized many times before, that the House 
Small Business Committee is, in its operations, completely non- 
partisan, and all of our efforts have nothing whatsoever to do with 
political partisanship. 

It is organized to deal with the problems of small independent 
businessmen, and this hearing will be so conducted. 

Unfortunately, the other two members of the subcommittee 
are unavoidably absent today and, technically speaking, the commit- 
tee, therefore, meets without a quorum, and in order that the rules of 
the House may be properly adhered to, all testimony taken today will 
be submitted in full to the other two subcommittee members, and any 
question by the chairman or by subcommittee counsel which is objected 
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to by any member of the subcommittee will be eliminated from the 
permanent record of this hearing. 

Also, in order that any witness appearing before this subcommittee 
may feel that the point of this subcommittee is wholly objective, if any 
witness feels that a question put to him either by the chairman or by 
counsel or by Mr. Wilson, if he cares to ask any questions, is objec- 
tionable to him, if he will so inform the Chair, the Chair will sustain 
his objection at this hearing. 

Our first witness, and all witnesses thereafter, will be sworn, and I 
think it is important to point out, so that all of you may have infor- 
mation, that the committee has established a policy always to receive 
any sworn communication that anyone wants to submit as evidence. 

So that if anybody who feels that he can add to the information 
of the subcommittee is not heard at this hearing, they are welcome to 
present any evidence they wish, provided that it is in sworn form; 
in other words, notarized before a notary public. 

With that brief introduction, I would like to call the first witness 
scheduled for today, Mr. Lewis McMurray. 

Mr. McMurray, would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony which you are about to 
give before this subcommittee shall be the truth, the whole truth, and 
nothing but the truth, so help you, God? 

Mr. McMurray. Yes. 


TESTIMONY OF LEWIS McMURRAY, SAN DIEGO, CALIF. 


Mr. Roosrvetr. Thank you. Won’t you be seated ? 

Mr. McMurray, the usual procedure of the subcommittee is to, first 
of all, weleome you and make you feel perfectly at home. This is an 
informal procedure, and I think probably the best way is for you to 
proceed, if you would, and just give your story as you would like to 
present it to the subeommittee, and then as we go along, or after you 
have concluded, I will ask you a few questions. 

Mr. McMurray. Well, to begin with, I don’t bring a personal prob- 
lem here today, nor do I bear any hard feelings or grudges against 
any of the persons who might be involved in the testimony that I am 
about to give. 

But what I do is to bring facts, which I have sworn to, and the way 
T feel about what happened. 

This all began back in the forepart of October. Down on the 
Pacific Highway there is a neighborhood Shell station where I 
believe—the Shell Oil Co. propagated a cut price in the station, 
similar to mine. 

Mr. Roosrvett. What brand of gasoline do you have? 

Mr. McMurray. I have Mobilgas. 

This particular station was a Sheil station and, quite shortly after 
he displayed this cut price I was approached to reduce my price also, 
and the deal that was offered to me to induce me to cut price wasn’t 
satisfactory to me, inasmuch as financially it would have meant quite 
a reduction in my income. 

Mr. Arnotp. When you say you were approached, Mr. McMurray, 
you were approached by whom? 

Mr. McMorray. By the representative of my supplier, General 
Petroleum. 
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Mr. Rooseveur. Could you give us his name? 

Mr. McMurray. Harry Wilson. 

Mr. Roosevett. Mr. Harry Wilson. 

Mr. MoMourray. And there was a good deal of discussion on this 
matter, which makes up this story, I suppose, which all adds up to 
the fact that I objected to it, and they wanted it. 

Mr. Arnotp. You objected to what, the—— 

Mr. McMurray. I objected to the deal that he offered to cut price, 
to compete with this Shell station up the street. 

My thought was that if we could hold out a little bit, wait along 
and see what happened, maybe in the end I might have been forced 
to do it, but at the time it wasn’t feasible to me to go along to do that. 

So, in the course of a week’s time, I think this man was in my sta- 
tion every day but one, exerting all kinds of pressure that he knew how, 
trying to get me to go along with the ome that he had presented. 

It culminated in a discussion on Friday evening where, in so 
many words it came down—well, there was another station operator 
with me, of the same company, that is, General Petroleum station— 
it netielt down to “Do you want to get out, or do you want to cut 

rice?” 
; He asked the other man first, and the other man said, well, if he had 
to take a deal like that, he might just as well get out because he 
couldn’t continue in business. 

But I chose to do the other. If I had my decision as to cancel out 
or cut price, I will cut price. 

So they there had permission from me to go ahead and cut price and 
do what they wanted to. 

It being on a Friday evening, we were pretty busy at the time. They 
just went ahead and proceeded to change the prices on the pumps and 
put up their own signs, which they had already painted, in the car, and 
go ahead and set up their deal. 

Mr. Roosreveur. Let me be very clear on this, They brought the 
signs, which displayed the price which they wanted, with them ? 

Mr. McMurray. They had the signs in the car. 

Mr. Roosrvett. All painted and ready to put up? 

Mr. McMovrray. All painted and ready to go. 

Mr. Roosevert. As I understand your testimony, you were told if 
you did not cut your price to the price that they wanted, that your 
lease would not be either renewed, or it would be canceled; is that 
correct ? 

Mr. McMurray. That is correct. 

Mr. Roosevenr. Could I ask you one question. If this power to 
cancel your lease or not renew your lease had not been with the com- 
pany, would you then have left the price, your price of your own free 
will, at the higher price for a considerable period of time? 

Mr. McMorray. I would have left it there, yes, until I, in my 
opinion, deemed it necessary, in other words, to reduce price to avoid 
losing business. 

Mr. Roosrvett. In other words, the decision arrived at was not an 
independent decision ? 

Mr. McMurray. It was not my decision. I feel it was pressured on 
me; yes, sir. 
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Mr. Roosevett. Could you remember what rebate was offered to 
you, and could you describe the deal that was offered to you to com- 
pensate you for cutting, agreeing to cut, the price? 

Mr. McMurray. Yes. 

At that time, our normal markup on gasoline was one-tenth of a 
cent, I believe, right at 6 cents a gallon, which is approximately 25 
percent of the cost of our product at that particular time which I, 
In my opinion, felt was no more than fair than most any other busi- 
ness merchandising products has on their products for sale. 

But the deal that they offered was to reimburse us to the point that 
we would have a markup of 4 and 41% cents, in place of 6. 

Mr. Roosevetr. In other words, cutting your margin of profit? 

Mr. McMovrray. Which would cut our margin of profit and, in turn, 
of course, cut my income. 

Mr. Roosrveitt. Am I correct, if I remember the history of this 
particular gas war, am I correct that there was an injunction issued to 
the Shell stations in your area which required them to restore their 
markup on the gasoline about this same time ? 

Mr. McMurray. Two months later, I believe, it was the same sta- 
tion that I spoke of in the beginning, that the Shell Oil Co. posted a 
price reduction in the first place. 

Mr. Arnotp. What was the name of that station? Could you 
identify that? 

Mr. McMovrray. Shaw Products. 

Mr. Roosrvett. When that price then was restored, what did you 
then do? 

Mr. McMurray. When that price was restored, when the injunc- 
tion was given, of course, I returned my price to the normal price as 
it had been before. 

Mr. Roossverr. Did your tank-wagon price also go back to its 
original figure? 

Mr. McMurray. The tank-wagon price never changed. 

Mr. Roosrevett. When you lowered your price, didn’t the tank- 
wagon price—they did not go through with the subsidy ? 

Mr. McMorray. The subsidy is given as a rebate. 

Mr. Roosevetr. I see. The price stayed, but it is given as a rebate? 

Mr. McMorray. It stayed as a rebate; the tank-wagon price never 
changed. 

Mr. Roosrve.T. Subsequent to the time when you restored your 
price, after the Shell people restored their price, were you then ap- 
proached again by the company ? 

Mr. McMorray. I restored my price before the Shell station re- 
stored theirs. They took advantage of the course of law which, of 
course, gave them a period of grace where they could still remain with 
their price before the injunction took effect. But I restored mine 
before they did theirs, and for that I was admonished to get back in 
line with them again. 

Mr. Roosevert. When you say you were admonished, you were 
again visited by the same Mr. Wilson? 

Mr. McMovrray. By one of his subordinates he sent out to find out 
why I had changed my price again. 

Mr. Roosrvett. Could you give us the exact original price and then 
the cut price? I merely want it for the record. Your original price 
was how much before you cut it at your station ? 
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Mr. McMourray. As my memory serves me, the original price we 
maintained on regular gasoline was 30.6, and on ethyl—I can give 
you the correct figure—33.9. 

Mr. Roosrvetr. And it was then cut to approximately what ? 

Mr. McMurray. The price that they advertised on their sign was 
27.9, and at the time that the pumps were changed on the date of 
October 8, as my memory serves me, it was 29.9 on ethyl, but shortly 
after that it was raised three-tenths of a cent; in other words, by 
adjusting the rebate we had to raise it three-tenths of a cent, so that 
it was 30.2. 

Mr. Roosrve.r. These prices were all indicated to you by the com- 
pany, they were not set by you; is that correct ? 

Mr. McMurray. They were indicated, yes, by this representative 
who talked to me. 

Mr. Arnotp. Was your lease up for renewal subsequent to these 
conversations that you just testified about ? 

Mr. McMurray. My lease expired the following April—the ist of 
April the following year. This was in October 1954, and my lease 
expired in April 1955. 

Mr. Arnotp. Did you have any difficulty in getting your lease 
renewed ? 

Mr. McMurray. About a week prior to the expiration of my lease 
I was visited by this same subordinate representative of Harry Wilson, 
to inform me that as of April 1 the rent on my unit would be increased 
to $550 a month; and inasmuch as they didn’t think that I would go 
along with that they wondered if he should bring me a mutual can- 
cellation or whether I wanted to continue in the station at $550 a 
month. 

Mr. Arnowp. Do you believe that this increase in rental was in any 
way a type of disciplinary measure against you for your failure to 
cooperate completely with the demands of the company insofar as 
they relate to price? 

Mr. McMurray. In my opinion, and the implication that was made 
when it was presented to me, I do; yes. 

Mr. Arnotp. You testified that the company representatives 
brought the price signs with them and posted the price signs them- 
selves. 

Did the company representatives also change your prices at the 
pump or did you do that yourself ? 

Mr. McMurray. Let me correct you here. They changed the prices 
on the pumps after, of course, this discussion whereby I consented to 
reduce price. But they did not post the signs. They had the signs 
with them in the car, and later on I put them on the curb. 

Mr. Arnoxp. I see. 

Mr. Roosrvett. Did you during the time that you have operated for 
the company—has the company complained about you as to your abil- 
ity as a dealer? 

Mr. McMurray. When the lease was for renewal a year before they 
questioned the gallonage figure that we had in our station. I don’t 
believe there was any question about renewing the lease because it was 
renewed at the same rate, and we had a discussion. I went into the 
office, and they asked my opinion on why I thought the gallonage was 
lower than it had been previously—well, they were citing a figure that 
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was 2 years previous to that, which was a high figure when we first 
opened up, and, to my know ledge, I believe that a satisfactory explana- 
tion was given for the reduction in gallonage. 

Mr. Roosrvert. When you renewed it this year did you increase 
your gallonage over the year before? 

Mr. McMurray. No. It was approximately the same, probably a 
little under the year before. 

Mr. Roosrveur. If this question is out of line with your trade prac- 
tice you do not have to answer it, but could you give us an approxima- 
tion of your monthly gallonage that you pump?! 

Mr. McMorray. Yes. 

It probably would average 30,000 gallons. 

Mr. Roosrvetr. It would be fair to say that a 30,000-gallon station 
is a pretty good station ? 

Mr. McMurray. In my opinion, it is. 

Mr. Roosevetr. Can you make money on that gallonage? Can you 
operate profitably ? 

Mr. McMurray. I was—I operated there for 5 years; I am satisfied 
with my income. 

Mr. Roosrvett. The reason I am asking these questions, Mr. Mc- 
Murray, is because it has been intimated in previous hearings that 
people who have the kind of trouble that you have are incompetent 
operators. I am trying to bring out that in this instance, from your 
testimony and your history, I would find it difficult to say you were 
an incompetent operator. 

If there were other things that the company has questioned in rela- 
tion to your station, I would like to put them in the record, because I 
want as clearly as possible to show the character of your station and 
the fact that either the company has been dissatisfied with your stand- 
ard of performance or they have gone along with it as being either 
average or above average. 

Mr. McMurray. I have discussed this with our salesmen, our con- 
tacting salesmen there, and they have told me on a number of times 
as far as they were concerned, we run a clean, neat station and a good 
business. In other words, they were satisfied with the way the station 
was being operated. 

If I might add, without sounding like boasting, I have been an 
independent businessman since 1940, and I am listed in Dun & Brad- 
street, and I believe a competent businessman, in my opinion strictly. 

Mr. Roosevett. You also earry TBA pr oducts, do you? 

Mr. McMurray. Yes, sir. 

Mr. Roosrvenr. Have you had any difficulty with the company on 
carrying nothing but their particular brand? 

Mr. McMurray. No; they have always made it attractive, the deals 
have been attractive on their TBA merchandise, and we have had no 
difficulty on that score. 

Mr. Roosevert. All right, sir. 

Could I ask you one last question: If legal process had beh! avail- 
able to you individually or to you through your association member- 
ship, would you have felt that, perhaps, you would have had a remedy 
to stop the coercive practices about which you complain? 

In other words, was the knowledge that the company’s legal staff 
could outweigh anything you could probably afford. enough to deter 
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you from thinking of any legal steps that you might have taken on 
your own to protect your position as an independent businessman ¢ 

Mr. MoMurray. Well, if I understand your question correctly, I 
feel that, in other words, they are sitting in the driver’s seat. What 
they want they get, and you might just as well go along. 

Does that answer your question? I didn’t follow you all the way. 

Mr. Roosevert. Well, that pretty well answers it. 

If you felt what was being done to you was unjust, do you feel you 
do not have any remedy because of the disparity of your resources as 
against their resources? 

Mr. McMurray. I feel it would be quite futile. In other words, 
retaliate with court suit or lawsuit or such a matter to sustam 

Mr. Roosevetr. Under existing procedures. 

Mr. MoMorray. Yes. 

No; I feel that I would have no recourse that way. 

Mr. Roosrveir. Congressman ¢ 

Mr. Wirson. Mr. Chairman, I would just like to ask one question. 

How long was your lease extended this last time in April? 

Mr. McMurray. To answer your question, it is a 1-year lease. 

Mr. Wirson. You have a 1-year renewable lease; is that it? 

Mr. McMurray. But pinned on it there is a little slip of paper, I 
brought it along with me. This is it. That was my renewed lease. 
If I may go on in my own words here for just a minute—— 

Mr. Roosevetr. I think I might read it into the record. It reads: 
“Duration of lease.” This is paragraph 2. 

This lease shall continue in effect for 1 year from April 1, 1955, provided, how- 
ever, that same may be terminated by either party on 30 days’ written notice. 

In other words, it is not a 1-year lease at all? 

Mr. McMurray. I don’t think so. I feel I have no lease. I am there 
on a month-to-month basis. 

Now, if I can go on in my own words 

Mr. Roosrvetr. You certainly may. 

Mr. McMurray (continuing). At the time this was offered to me 
it was laid on my desk like this, and beside that was a mutual cancella- 
tion notice all typed up just like this one was, and I was given my 
choice, “You can have this or you can have this. We would rather you 
take this.” In other words, I was. told that General Petroleum felt 
that they would be better off without Lewis McMurray in their station 
at 2665 Pacific Highway. 

Mr. Roosrveirt. However, Mr. McMurray, it was always within 
their power not to offer you a renewal of their lease; isn’t that correct ? 

Mr. McMurray. Yes, that is correct. 

Mr. Roosrvetr. So it would not quite square with their statement 
to you because if they didn’t ee Wee McMurray in there all they 
had to do was to say they were going to put somebody else in there at 
the renewal date. : 

Mr. McMorray. Well, to do that—I had given this a good deal of 
thought—and I chose to stay inasmuch as if I had accepted a mutual 
cancellation it, would have meant a financial loss to me inasmuch as I 
have quite a bit of equipment, money invested in equipment there, to 
do specialized work, which is not in ordinary service station opera- 
tions, and had I taken the mutual cancellation I would have taken a 
considerable loss on this equipment which I would have had to take 
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So I chose, in my own interest, to take this $550 a month deal, go 
along with it until I could find something better. 

Mr. Rooseverr. All right, sir. 

Well, thank you very much, Mr. McMurray. The subcommittee 
appreciates your testimony. 

I am going to call next Mr. Mike Avsharian, if he is present, inas- 
much as I believe he is the other dealer who was referred to in the 
previous testimony. 

Will you raise your right hand, please. Do you solemnly swear 
that the testimony which you are about to give before this committee 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 


Mr. AvsHarran. I do. 


TESTIMONY OF MIKE AVSHARIAN, SAN DIEGO, CALIF. 


Mr. Roosrvert. Mr. Avsharian, I think you have heard the previous 
witness. 

Will you just proceed in your own words and tell us what you would 
like to tell us. 

Mr. AvsHarran. Well, my story is practically the same as Mc- 
Murray’s. 

I was approached about lowering my price the same day he was, 
around October. 

Mr. Arnotp. Are you a Mobil dealer ? 

Mr. AvsHartan. Yes; I am a Mobil dealer. I used to have the 
station on California and Washington, that was above Mr. Mc- 
Murray’s station, and sort of another channel leading up to the other 
part of town, and when they came to talk to me about price, I felt that 
if I lowered my prices at that spot it would carry on up the hill and 
start all the other stations up on the hill going down, too, and I have 
only been in the service station business for about a year, and I didn’t 
know whether I was doing the right thing or not. 

But I didn’t feel that by talking with other dealers—I didn’t feel 
they wanted to go down. So I was holding off there, and I kept talk- 
ing with—— 

Mr. Rooseverr. Speak up a little bit because I do not think the 
audience and the press can hear you. 

Mr. Avsnartan. I kept talkmg with Lew, and keeping in com- 
munication with him to see whether he was going to go down, because 
he sort of controlled me—I mean, you know, the area. If a big station 
like his went down it sort of spread up to where I was. 

So I was down talking to Lew the day we were visited by Mr. 
Wilson, and that is when the discussion came up of whether I was 
going to go down, and I told Mr. Wilson if I went down I would not 
be able to continue operating because I was working on a close margin 
and waiting for the rebate which was to come. It sort of put me in a 


ind. 

And I told him if I have to go down I might as well cancel my lease 
because I wouldn’t be able to operate on that; and he said, “If that is 
the way you want it, Mike, I can take care of that,” and he called up 
the office, and had them type up a mutual cancellation. 





DISTRIBUTION PROBLEMS 863 


He said it would be waiting for me at my station by the time I got 
there. So we talked for a while, and that is—while I was there—that 
is when Lew decided that he should go down because he had more, 
quite a bit, invested there, and he was there for quite a while. 

So after I left Lew went down, and when I went up to my station I 
was waiting for them to show up with that lease. It hadn’t showed up 
yet by the time I got there, and a few days later my representative 
came and we got into a discussion about the lease again, and he pulled 
one out of his briefcase, and I signed it, and after I signed it, I called 
the association attorney and asked him what—whether I should have 
signed it or not. 

Mr. Arnotp. When you refer to this lease, you mean a cancellation 
of the lease / 

Mr. AvsHarran. Yes, the mutual cancellation. It is a form, I 
guess Lew showed you here, and the lawyer told me not to sign it as 
of yet, because 

Mr. Roosevert. But you had already signed it. 

Mr. AvsHarIAn. Yes. 

So he told me I should'try to retrieve it. if I could, and I did retrieve 
it; and the representative told me it wouldn’t do me any good because 
they wanted to get me out of there anyway. 

So later on I was 

Mr. Roosevetr. Did they tell you why they wanted to get you out 
of there? 

Mr. AvsHartan. Well, because of my noncooperation. 

Mr. Roosevetr. Your noncooperation in what way ? 

Mr. AvsHariAn. Well, one thing I figure was that I wouldn’t agree 
on going down in prices; I had always given them sort of a bad time. 
I didn’t want to go down. 

Mr. Roosevert. Were there other complaints about your operation ? 

Mr. Avsuartan. Well, not that I know of too much. I mean in 
every station there are so many complaints, customer complaints, and 
you get that practically everywhere. They didn’t have any com- 
plaints on the gallonage or anything like that. 

Mr. Roosrveur. In other words, there were no complaints on the 
amount of business that you were doing, the gallonage was holding 
up? 

Mr, AvsHariAn. Yes. I took that station over at 26,000 gallons, 
and when I was at the time of this gas war, I was up to 40,000 gallons. 

Mr. Roosnvetr. You were up to 40,000 from 26,000? 

Mr. Avswartan. Yes. 

Mr. Rooseve.r. That is a rather substantial increase. 

Mr. AvsHarian. So at that time I didn’t feel any loss of gallonage 
due to the station, the Shell station down, on the highway, and-so I 
didn’t feel that I should go down until I could feel, you know, the 
drop in gallonage. 

So after we finally agreed on going down, I got that lease back, and 
I decided I would go along with them and go down—Mr. Wilson, 
Harry Wilson, company representative, came over, and when I agreed 
to that, he had the signs in the back of his car, and he posted the sign 
up in front of the station, and I posted one in the re and another 
representative helped change the pumps; and I went along with the 
lower price, and I think they guaranteed us 5 cents a gallon on regular, 
and 514 on special. 
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Mr. Roosrvetr. While the price was lowered. 

Mr. AvsHariAn. Yes, sir. 

Mr. Roosrvett. But at no point was there an indication that this 
was to be a permanent arrangement ? 

Mr. AvsHarran. No. 

Mr. Roosrverr. In other words, the tank price remained the same; 
this was nothing but a rebate to take care of what was supposedly a 
temporary condition, and the price would go back up again as soon as 
they felt they had accomplished their purposes? 

Mr. Avsnartan. Yes; to be competitive. 

Mr. Arnotp. Would you have lowered your price if it had not been 
for this discussion and these occurrences concerning the mutual can- 
cellation agreement and the discussions concerning your lack of coop- 
eration with the company ? 

Mr. AvsHartan. No. 

Mr. Arnoup. You feel that these acts in effect were pressure which 
tended to influence your decision as to lowering the price? 

Mr. AvsHartan. Yes, I think so. 

Mr. Roosevetr. You are now out of the business altogether? 

Mr. Avsnartan. No. I have another unit, General Petroleum, 
still the same company. 

Mr. Roosrvetr. But you have lost the station about which you are 
now talking? 

Mr. AvsHARIAN. Yes. 

Mr. Roosevett. I see. 

You have always had two previously and now you have one? 

Mr. AvsHartan. No. I had just the one before with two other 
brothers, and due to all this talk and everything they figured that I 
would be better off in a smaller unit, and my brothers were getting 
disgusted with it anyway, so they figured they would take a cancella- 
tion, and we finally got out of the unit in November, end of Novem- 
ber, and I took this unit on Pacific Highway. 

But another thing on this lower price that I saw that I wouldn’t 
be able to operate very good was we give these trading stamps which 
is also another cent discount, see, on gasoline, which would cut the 
margin quite a bit lower. 

Mr. Roosrve.r. Of course, that is your own decision. 

Mr. AvsHartan. That is our own decision there. But taking the 
other loss on the drop in price would make the selling margin about 
4 cents a gallon, and what you would realize on the gasoline price? 

Mr. Wuson. Just one question: Was there any difference in the 
price structure of the new unit over what was in the other one? 

Mr. AvsHarran. No, everything was identical. Just in your TBA 
products. They had a different price for their smaller volume sta- 
tions. 

Mr. Wuson. A discount. 

You were retailing gasoline at the same price in the new unit as 
you were at the old one? 

Mr. AvsHarran. Well, when I went down to the new unit the pres- 
sure sort of eased off; I mean, on the price war in general, that is 
when the prices started going back up to normal again. 

So when I got down to the new unit, I think it was about a month, 
less than a month, the prices were back up to normal, and T kept it at 
the normal price just recently again. ais 
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Mr. Roosevett. You have a 1-year lease now ¢ 

Mr. AvsHarian. Well, my lease is the same as Lew’s. 

Mr. Roosrverr. You have a 30-day cancellation clause, too? 

Mr. AvsHarIANn. Yes. 

Mr. Roosrvetr. Well, thank you very inuch, sir. We appreciate 
your coming before us. 

The committee will next hear from Mr. John Jarvis, if he is present. 

Mr. Jarvis, raise your right hand, sir. Do you solemnly swear that 
the testimony which you are about to give before this committee shall 
be the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 


Mr. Jarvis. Yes, sir. 


TESTIMONY OF JOHN JARVIS, SAN DIEGO, CALIF. 


Mr. Roosevetr. Be seated, please. 

Mr. Jarvis, you proceed in your own words. 

Mr. Jarvis. Well, I operate a Shell station at 10th and Market 
Streets, and what I am speaking of happened along about last October. 

The first units that Shell put down in price was the Shaw Bros. 
on Pacific Highway, and shortly after that they contacted all of us 
dealers, and the first 2 or 3 times they came around they just more or 
less had a friendly meeting, which was kind of bickering back and 
forth, and they says, “We want to see you get competitive. John, 
can’t you get competitive ?” 

Mr. Roosrveir. Competitive to whom, with whom ? 

Mr. Jarvis. Well, they said at the time Self-Serve. However, Self- 
Serve was selling gasoline at retail under our wholesale price, so I 
don’t know how we could have gotten competitive with them. 

Anyway, they said we should be closer to them. 

Mr. Roosgveir. But they did not offer to lower their tank price to 

rou? 

: Mr. Jarvis. Well, if I probably would have come along with their 
deal, why, they told me, first, they would guarantee me 5 and 514 
down to 20 cents; and “If you would post what we want you to 
»0st.”' In other words, in our case it comes off of the invoice. The 
invoice is billed to us; the tank wagon is written out at so much, the 
tank wagon price. 

Mr. Roosrvett. That is the point I want to make, Mr. Jarvis. 

Mr. Jarvis. And underneath it they write “less competitive dis- 
count” so much, and then subtract it and multiply it out. 

Mr. Roosevert. In other words, they are asking you to become com- 
petitive, they are giving you a rebate, a temporary rebate? 

Mr. Jarvis. Yes, sir. 

Mr. Rooseveir, But they are not trying to meet permanent com- 
petition—— 

Mr. Jarvis. No, sir. 

Mr. Roosevetr (continuing) By lowering their tank price? 

Mr, Jarvis, Tank-wagon price; that is right. 

Mr. Rooseve.t. In other words, that it can be competitive and 
allow you to——— 

Mr. Jarvis. Make me a decent margin. 

Mr. Rooseveir (continuing). Make you a decent margin. 

Mr. Jarvis. That is right. 
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Mr. Roosrvetr. In other words, as soon as they have driven the 
Self-Serve or whoever the other people are out of business, that your 
tank price, you know, is going to stay the same, and you know you are 
going to go back to your original price; is that correct? 

Mr. Jarvis. Well, I don’t know whether it tended to drive them 
out of the business or not. But our tank wagon would stay the same, 
yes. 
~ Mr. Rooseverr. All right, sir; you may proceed. 

Mr. Jarvis. Well, anyway, first, as I say, it was a friendly deal, 
and then finally one day Mr. Skipper come down to me along with 
the other representative—Mr. Skipper at the time was the mer- 
chandising representative—and in my district we also have dealer 
salesmen, which is more or less our direct contact. 

Well, they both came down and they cornered me in the office, and 
Mr. Skipper says, “John,” he says, “you have been a dealer for a 
jong time. My company has done an awful lot for you.” But, he 
says, “When a dealer can’t go along with company policy then he has 
outlived his usefulness as a dealer.” 

He says, “If you can’t come along with us, we just may have to for- 
get to renew your lease when it.comes up.” 

Our lease don’t have a cancellation clause except at the time 10 
days prior to renewal date. 

So, in other words, it was put to me directly, either I play ball “or 
else we get another dealer,” when my lease came up. In so many 
words, that was the way it was put to me. 

Well, that kind of made me wonder because at home and every- 
thing I was in a nervous condition for 2 or 3 weeks while all this was 
going on. It was a question of whether I wanted to get out and go to 
work for somebody else or do as they say all the way down the line. 

Well, I thought it over quite a bit, and I could still make more 
even on this deal, I figured, than I could going to work for some- 
one else. So I couldn’t see how it would last too long, so I thought, 
“Well, I will go along.” 

Mr. Arnoip. What is your investment in your station, your own 
personal investment ? 

Mr. Jarvis. I figure with equipment, stock and everything, I have 
got somewhere between six and eight thousand dollars. 

Mr. Arnotp. And what if you had to leave the station or were can- 
celled out, how much of that investment do you believe you could 
recapture ¢ 

Mr. Jarvis. Well, actually the company frowns on quite a lot of 
your equipment, your tuneup equipment, and anything of that nature. 
In other words, they frowned on anything outside of pumping gas 
and oil and lubrication, and any other equipment you would have you 
would have to dispose of it however you could manage to get rid of it. 

Mr. Arnotp. At the time of these first discussions with the company 
about getting competitive, was there a price war situation in your 
area ? 

Mr. Jarvis. Well, actually there wasn’t—there was an awful lot 
of cutrate units, and there has been for quite some time. 

However, there wasn’t any major—by major companies, Shell or 


Union or General Petroleum, none of the majors on the street had 
cut. 
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Mr. Roosever. Mr. Jarvis, let me ask you at this point, if you had 
not had pressure from this company, as an independent businessman, 
in order to meet the competition of these independents that you are 
talking about, would you have felt that you were meeting the com- 
petition by giving better service or the attractiveness of your station 
or other things, without cutting the price? 

Mr. Jarvis. Well, the thing about it, when the margin we worked 
on, we couldn’t—I know that I couldn’t—cut price and compete 
because I couldn’t operate. If you picked up so much business you 
would have to add on so much more help, in other words, to take 
care of this business, and it would be just as bad. In other words, 
you can’t operate any cheaper, I figure, than we were operating, and 
make a living. 

Mr. Rooseverr. In other words, you were satisfied with your gal- 
lonage, and you were not losing gallonage? 

Mr. Jarvis. Well, I wasn’t satisfied with my gallonage, but I didn’t 
see any way of picking it up unless the price was made right to me. 

Mr. Roosrvetr. In other words, lowering the tank price to you? 

Mr. Jarvis. Tank-wagon price; if they had lowered the tank-wagon 
price. 

Mr. Roosrvetr. You would also have lowered yours ? 

Mr. Jarvis. Lowered the pump price accordingly. 

Mr. Roosever. All right. 

Mr. Arnoip. Were there any Douglas stations in your area? 

Mr. Jarvis. Well, Douglas also operates Douglas and 5-C. 

Mr. Arnowp. Yes. 

Mr. Jarvis, There is a 5-C station across the street. 

Mr. Arnotp. What was your understanding; was it your under- 
standing that Douglas is supplied its oil by the Shell Oil Co. ? 

Mr. Jarvis. I don’t know about his oil; however, some of its gaso- 
line comes out of the Shell refinery, at least the tank trucks that bring 
it down have got Shell labels on them, where the refiners seal it, where 
the refiners seal it with a refiner’s seal. 

Mr. Arnotp. Was 5-C gasoline part of the off-brand or rebrand 
gasoline competition Pou were required to meet ? 

Mr. Jarvis. Well, ess so; it was across the street. 

Mr. Roosevett. So Shell was delivering to your competition across 
the street. at the same time it was delivering to you and asking you 
to meet the competition at the lower price across the street ? 

Mr. Jarvis. Actually they don’t deliver across the street. Actually 
it is a mutual arrangement whereby they transfer gasoline in one area 
to another company in another area. In other words, I understand 
Shell takes so much gasoline from the Bakersfield area from Douglas 
Oil Co., and furnishes so much gasoline to the Douglas Co. in the 
Los Angeles area, and it is brought down by private truck, 5-C’s; it 
isn’t brought down by Shell. 

Mr. Roosevett. It is not brought down by Shell ? 

Mr. Jarvis. No. 

Mr. Arnotp, But it comes from a Shell refinery initially ? 

Mr. Jarvis. Some of it does. I don’t say all of it does; some of 
it has. 

Mr. Arnotp. Were there any Hercules stations in your area ? 
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Mr. Jarvis. Not that I recall. 

Mr. Arnotp. Were there any Rocket stations in your area ? 

Mr. Jarvis. There is a Rocket station, let’s see, that is six blocks. 

Mr. Arnoxp. Is it your understanding that Rocket stations are sup- 
plied with Richfield gasoline from Richfield refineries or plants? 

Mr. Jarvis. That is my understanding. 

Mr. Arnoxp, And this again would be part of the competition that 
you would have to meet, according to the Shell Co. ? 

Mr. Jarvis. Yes. 

Mr. Wirson. I have no questions. 

Mr. Roosrvetr. You also have TBA items ? 

Mr. Jarvis. Yes, sir. 

Mr. Roosevetr. Have you had complete freedom from the company 
to display competitive TBA items that you could choose for the sake 
of your customers ? 

Mr. Jarvis. Well, you don’t exactly have complete freedom. How- 
ever, it isn’t put—you are requested to buy from a certain source. 

_ We have two sources. I mean, you either are signed up with a 
Goodyear line or the Firestone line, and you are expected to bap from 
one or the other source. 

Mr. Roosrvett. Well, now, suppose you buy some competitive lines, 
can you display them as prominently as you wish without incurring 
the displeasure of the company representative ? 

Mr. Jarvis. No; you couldn't. 

Mr. Roosevett. You could not? 

Mr. Jarvis. No, sir; they might not kick you out, but they wouldn’t 
like it. 

Mr. Roosevett. Have you ever been spoken to about the display of 
such items ? 

Mr. Jarvis. I have. 

Mr. Roosrvett. Could you tell me in general what the conversation 
was when you have tried to display competitive items ? 

Mr. Jarvis. Well, they say, “John, that is not authorized merchan- 
dise.” 

Mr. Roosrvett. But there has been no threat of any kind as to what 
would happen to you if you continued to display them ? 

Mr. Jarvis, No. Well, I don’t try to display them. I mean, I don’t 
think it is a good policy. 

Mr. Rooseveutr. What do you mean you don’t think it is a good 

olicy ? 
. Mn Jarvis. I don’t like to display anything outside of the author- 
ized merchandise. 

Mr. Roosevett. Why ? 

Mr. Jarvis. Well, there is just no use asking for trouble when 

ou can avoid it particularly, I mean, on some issues, I just don’t 
lieve in 

Mr. Roocsmvaxm. In other words, you think there would be trouble if 

ou did? 
. Mr. Jarvis. Yes. And I would just as soon not have any. 

Mr. Roosrvett. Mr. Jarvis, let me ask you a question which, in 
order to give you the background of it, let me say this: In previous 
subcommittee hearings much the same testimony as you and the others 
have given to us has been presented to the subcommittee, and I would 
like to ask you what I asked the first witness. 
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Would you feel more secure: No. 1, if instead of a 1-year lease you 
had, let us say, a 3- or a 5-year lease; No. 2, would you feel that you 
were in a better position as an independent businessman to resist the 
kind of pressures which you have described to us today if you had 
legal remedies which were within your pocketbook or within your 
financial resources to use, provided the law gave you those resources ? 

In other words, the subcommittee has sponsored and proposed the 
principles of legislation which would enable you to receive the legal 
assistance at a cost which would—where you would be presented with 
assistance as to the legal costs if you felt that you were being coerced 
or discriminated against by your supplier. 

Would you feel that the mere fact that this was available to you 
would put you in a better bargaining position with your supplier if 
you had such remedy ¢ 

Mr. Jarvis. Well, yes; I think if we had longer leases we would be 
much better businessmen simply because any business can’t afford a 
long-range program when you only have a year lease, because at any 
one time it can’t be over a year; and when you buy an expensive prod- 
uct or something you might want to finance it for 2 years, you are 
not even a good bank risk because all you have got is a year lease 
and you can’t go to a bank and say, “I would like to buy this piece of 
equipment,” because you can’t do it because you may not be there. 
That is what the banker will flatly tell you quick. If you have only 
got a 6 months’ lease, why, you have got nothing. 

And I also think if we had as much legal talent as the oil companies 
could muster up, yes, I think in some instances we might fight back. 

Mr. Witson. Just one question, Mr. Chairman. 

Do you belong to any of the dealers’ associations ¢ 

Mr. Jarvis. Yes; sir; I belong to the dealers’ association. 

Mr. Wuson. Which one? 

Mr. Jarvis. I belong to the Retail Petroleum Dealers Association. 

Mr. Wirson. Do they have any legal counsel available to you? 

Mr. Jarvis. Well, we have an attorney, yes; but then this attorney 
so far—we have kept on 1 case that we have got the injunction on, 
and also the other case that has been tried, and it is beg held up 
in court; if we can’t get those 2 cases, we can’t even get this other case 
out of court, what percent, would there be for me to go into a battle? 

Mr. Wiison. It wasjust formy owninformation: ©“ ~ * - 

Mr. Roosevert. In order to clarify the point that Congressman 
Wilson raised, as I understand it, there has been a case in the court 
bere for which you have had no decision for a number of months 
now ¢ 

Mr. Jarvis. That is correct. 

Mr. Roosrevett. Approximately how many months? 

Mr. Jarvis. Approximately 4 months. In other words, if we 
can’t get a decision after the case has been tried in 4 months, there 
would be no sense in anybody else trying any action. 

Mr. Roosryetr. One last point: Have you, in your opinion, been 
a satisfactory dealer for Shell? In other words, have you maintained 
your station on a gallonage basis that. would make you a good repre- 
sentative for them ? 

Mr. Jarvis, Well, actually my station has never been a high-gallon- 
age unit; if never has, due to several determining factors. 
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The main thing, the approaches to my unit are bad, and you have got 
to have good approaches to have good gallonage, a good gallonage 
unit, and also I am in about as competitive a district as there is in 
the city. 

Mr. Roosrvetr. Have you been able to increase your gallonage at 
all from the time you first took control of the station ? 

Mr. Jarvis. Well, I have had the station for quite a number of 
years. Actually, at the present it is doing more gallonage than at the 
time I took it. However, it has fluctuated down and up. 

Mr. Roosrvetr. Have there been other complaints about your oper- 
ation of the station—before I put that, when was your last renewal? 

Mr. Jarvis. In May, sir. 

Mr. Roosrvetr. And they renewed your lease in May? 

Mr. Jarvis. In May. It automatically renews if there is no writ- 
ten notice otherwise. 

Mr. Roosevetr. Right. 

At the time of the renewal were a list of complaints as to your 
management of the station given to you! 

Mr. Jarvis. Well, they just automatically renewed; there wasn’t 
anything said either way. 

Mr. Roosrveit. There was nothing said either way ? 

Mr. Jarvis. Nothing either way. 

Mr. Roosrvetr. In other words, if the company considered you a 
poor manager they certainly should have given you a list of the things 
they would like to have you do to improve your management contract, 
and they did nothing of the kind? 

Mr. Jarvis. No. 

Mr. Rooseveir. Thank you, Mr. Jarvis, unless you have something 
else to offer. We appreciate your coming. 

The next witness the committee will call is Mr. Robert Dees. Is he 
present ? 

Would you raise your right hand, please, sir. Do you solemnly 
swear that the testimony which you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Dees. I do. 


TESTIMONY OF ROBERT DEES, SAN DIEGO, CALIF. 


Mr. Roosevetr. Mr. Dees, will you just proceed in your own words, 
and tell us the situation as you see it? 

Mr. Dexs. Well, to make a long story short, at the beginning of this 
year I was contacted by my sales representative for the company, 
which is Mobilgas, with the idea in mind of dropping my price in 
regard to remaining competitive. I had no major stations around me 
that were excessively low, but they felt that any drop at all should 
be met. 

Mr. Roosevett. Were you losing gallonage at the time they ap- 
proached you due to this competition they wanted you to meet? 

Mr. Dees. No. 

Mr. Roosrvetr. In other words, your gallonage had not dropped off? 

Mr. Dees. It remained normal; let’s put it that way. 

At the first contact I explained that I didn’t feel that I could operate 
at the reduced rates. 
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I was not financially capable of remaining in business that way, and 
that as things stood wheat interested in tipping my price. 

After I had been contacted, oh, approximately three times, the dealer 
representative explained to me that it was General Petroleum’s policy 
to at all times remain competitive with any major brand, aba that 
under those circumstances any dealer that they had in a station of 
theirs that couldn’t cooperate with the company that perhaps they 
an, be better off without him. Whereupon he laid a mutual on my 

esk. 

Mr. Roosevett. A mutual‘is a mutual cancellation ? 

Mr. Dees. A mutual cancellation, yes; and told me that in the same 
words if I didn’t feel I could cooperate with the company, perhaps 
it would be better if I signed a mutual and let them bring in somebody 
that would be cooperative. 

Mr. Roosevett. In other words, you would not have—as I under- 
stand it, you then did reduce your price; is that correct ? 

Mr. Dexrs. That is correct; yes. 

Mr. Roosrveur. And you testified before this committee that if it 
had not been for the statement and the producing of this mutual can- 
cellation agreement that you would not have reduced the price of 
your own volition ? 

Mr. Denes. No; I couldn’t afford it. In fact, I was down approxi- 
mately 30 days, and I was financially forced to raise my price again. 

Mr. Roosevert. Mr. Dees, it is my understanding that you were re- 
cently in appearance—you recently appeared before the grand jury 
in this county and testified concerning these practices; is that correct? 

Mr. Desrs. That is correct. 

Mr. Roosevetr. Is it a fact that following your appearance before 
the grand jury you were called into the Mobil offices here ? 

Mr. Dees. That is correct. 

Mr. Roosrvetr. Would you tell me what happened / 

Mr. Desrs. I was contacted by Mr. Harry Wilson with the idea in 
mind that he would like to chat with me, as he put it, and it would be 
more convenient if I could come to the office rather than at the station 
where I would be constantly back and forth, which I did the following 
day. 

And I was informed by Mr. Wilson at some time in the near future 
the company was going to inaugurate a salaried unit in this area for 
the training of their dealer representatives and sales programs, and 
et cetera, et cetera. That could be operated and open for 24 hours a 
day to tie in with the travel program they had coming on, and my 
station would be the ideal unit for such an operation. 

I don’t have to make a rapid decision, I was told. My lease carries, 
like most of them, a 30-day cancellation, and if that isn’t in effect I 
have until January 1 of the coming year, that is when my lease was 
up for renewal. 

Mr. Roosrvett. Could you give us a rough idea of how many Mobil 
stations there are in the San Diego area ? 

Mr. Dess. I really don’t have any idea, to tell you the truth. I 
understand about 65, 70. 

Mr. Roosrveir. Over 50, let’s say ? 

Mr. Dees. I would say so; yes. 
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Mr. Roosrveir. And of the roughly 50 or more stations, after your 
appearance before the grand jury you were selected as the one to 
replace so they could have a training 

Mr. Dees. Obviously. 

Mr. Roosreverr. Unit in it? 

Mr. Ders. Obviously. 

Mr. Roosrvetr. When the suggested price, I believe it was 24.9 cents, 
was posted, did you have any part in consultation as to what that 
price should be? 

Mr. Ders. Are you referring to the instance now or previous? 

Mr. Roosevett. The initial instance. 

Mr. Dees. The initial instance. We only went. to 27.9. 

Mr. Roosrvetr. 27.9. 

Mr. Dress. And the price was posted by the company. 

Mr. Roosrvert. You were not brought in and consulted as to the 
reasons for selecting 27.9? 

Mr. Deers. No; I was not. 

Mr. Rooseverr. Later it was reduced to 24.9; is that correct ? 

Mr. Dees. Well, we went back to our normal price, like I explained, 
Thad to. I couldn’t work out any arrangement to stay in business at. 
the price that I was getting. 

We were offered a rebate, but we don’t get it right away, that is the 
big catch. Sometimes it lasts a month, maybe 40 days, and, when a 
dealer sells that close to cost, we pay cash for everything, but the 
profit is held up, so financially I had to raise my prices in between the 
initial onset of the price situation and the present one. I did raise 
my prices back to normal. 

Mr. Roosrvett. And then they were later reduced again? 

Mr. Dess. Yes; to 24.9. 

Mr. Roosevett. And you were again consulted in any manner as to 
the fixing of that price at 24.9% In other words, were you consulted 
as to whether it might be 25 or 25.3 or anything like that? 

Mr. Dress. I think the reason for 24.9 was there was a major in the 
area within two blocks that was 24.9, and to remain on their competi- 
tive program it would be better if I went to 24.9, 

Mr. Roosevert. Were you consulted as to whether or not you be- 
lieved there would be a loss of gallonage at your station if you did 
not reduce to 24.9? For instance, were you asked whether you 
thought you could maintain your gallonage at 25.9? 

Mr. Dees. No. 

Mr. Roosevetr. In other words, you were not consulted in any 
manner. You are an independent businessman, but the price was set 
without any consultation whatever with you. The inference was if 
you didn’t go along you might as well retire as a dealer. 

Mr. Dees. Well, this time, no. The price situation that is in effect 
now, it was discussed between the representative and I, and they 
wanted me first to go to 26.9; suggested 26.9. 

I said, well, if I am going that far I might just as well go the 
whole way, because at 26.9 you don’t gain any gallonage, and all you 

= . you sit there at a low margin, and it is a slow progress of going 
roke. 

ur. Roosevett. At 26.9, what kind of a rebate would be offered to 
you? 
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Mr. Ders. On regular, they offered 4 or 414. 

Mr. Roosrvetr. And on ethyl? 

Mr. Dexrs. My ethyl was not lowered. That was not even discussed. 

Mr. Roosrvett. That remained the same? 

Mr. Ders. Yes. 

Mr. Roostveur. When you went to 24.9, what was your rebate? 

Mr. Dees. Four and a half—well, 414, and then the initial 4 cents 
between the tank-wagon price and my resale price, so my rebate would 
be 4.9. 

Mr. Roosrvetr. Are these rebate agreements in writing ? 

Mr. Ders. Yes. 

Mr. Roosrvetr. They are in writing. 

Are they identical with others in your area ? 

Mr. Dees. Well, I have never seen other dealers’ agreements but, 
from what I understand, each dealer has his own agreement with the 
company. 

We all are guaranteed the same amount. Each dealer, if he goes— 
if he drops his price, is guaranteed 414 cents. But each dealer gets 
a different arrangement. Some were getting 2, 2.9. I am getting 
4.9. 

Mr. Arnoip. Mr. Dees, did you at any time ask the company 
whether you could reduce your price to 21.9? 

Mr. Ders. I did. One of the competitive stations in my area 
dropped their price to 21.9 for a short while. I suggested meeting 
the competition, and I was informed that obviously my gallonage was 
increasing by leaps and: bounds according to—I mean, with the 24.9 
price—and that obviously there was no reason for me to meet that 
competition. 

Mr. Arnotp. If you had gone to 21.9, would the company have 
continued your rebate, or would they have given you a rebate to com- 
pensate for that 21.9 price ? 

Mr. Dees. Frankly, Mr. Arnold, it was not discussed. I really 
don’t know what they would have done. 

Mr. Arnotp. But they said not to go to 21.9, but stay at 24.9? 

Mr. Ders. They said obviously my gallonage was increasing rapidly, 
and there was no need for me to drop my price. 

Mr. Wirson. In all fairness to this Mr. Harry Wilson, I think I 
should point out that I am not related to him. [{Laughter. | 

Mr. Roosevetr. I gather your station is doing fairly good business? 

Mr. Dees. An average business. 

Mr. Roosrvert. An average business. Has it increased in general 
since you first took control of it? 

Mr. Dees. Well, when—the location originally was a small gallon- 
age station. It was rebuilt, and since then, naturally, I have increased 
considerably. 

The company estimated the gallonage at this unit very high. Per- 
sonally they have no objections to my type of operation, but gallon- 
agewise they are a little disgruntled, let us put it that way. 

Mr. Roosrvent. There have been no complaints concerning your 
general management of the station outside of that ? 

Mr. Drzs. Obviously they are satisfied personally, but the gallonage 
estimate they will agree themselves was initially high, and they are a 
little unhappy about that. 
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Mr. Roosrvett. But up to this time you have done nothing to make 
an effort to dissuade them from turning this station into a company 
station ? 

Mr. Ders. No. Like I explained before, there was no big rush, I 
mean not to make a snap decision or anything. I was offered—well, 
I was offered two alternatives. One was to either wait around for 
a comparable station, or, two, I could take a job on the salaried unit 
as assistant manager. As yet I have made no decision as to which 
course I will follow. 

Mr. Rooseverr. Well, thank you, Mr. Dees. We appreciate your 
testimony before the subcommittee. 

Is Mr. Tony Harper present yet? I understand he is operating his 
station and will be a little late. 

If he is not here, then the committee will hear next from Mr. Robert 
Hall. Mr. Hall is present. 

Will you raise your hand, sir. Do you solemnly swear that the 
testimony which you are about to give before this subcommittee shall 
be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Hatt. I do. 


TESTIMONY OF ROBERT HALL, SAN DIEGO, CALIF. 


Mr. Roosrveur. Mr. Hall, I understand you are a Shell dealer. 

Will you proceed in your own words to tell us your story. 

Mr. Hatz. Well, I did not enter this gas war until the 11th of this 
month; that is when I dropped my prices, and the reason—— 

Mr. Roosrvetr. Where is your station located ? 

Mr. Hatz. El Cajon Boulevard. 

Mr. Roosrvett. In other words, it is quite a distance from where 
the October or September beginning of this price war took place? 

Mr. Hau. That is right, sir. 

So Mr. Shaw dropped his prices at that particular time, and the 
company came out to see me, all the dealers. 

Mr. Roosrvett. Who is Mr. Shaw, now? 

Mr. Hau. That was the dealer that was first dropping his prices 
on Pacific Highway—he first dropped his prices on Pacific Highway. 

Mr. Roosrveitr. Oh, yes. 

Mr. Hauw. And there was an injunction put against him. 

Mr. Roosrvetr. He is a Shell dealer? 

Mr. Hau. That is right. 

So it went on for a long time at 27.9, and they would come out to 
see us at least once a week and ask us to drop our prices to 27.9, and I 
said, “Well, I feel my gallonage is sufficient.” I mean, I am doing 
my gallonage, which is not dropping, and I would like to keep my 
margin. 

So they said, “Well, you had better be competitive with the rest 
of the stations,” and I said, “Well,” I said, “I can’t see it your way 
right now because,” I said, “I am making my margin, and if I go to 
27.9 I am losing money on my margin.” 

So they let me alone for quite a while. 

But gradually, during the period from October to the present time, 
all your Shell stations and different units, I mean Mobil stations and 
Chevron and different stations, started to drop to 27.9, so finally this 
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last week, or I mean on the 11th of this month, there was only about 
3 leased stations from Shell that were not. down to 27.9, so our super- 
visor came by to see me, and he said, “Well, there is one other station 
on the El Cajon Boulevard that has not lowered his prices, and he 
would like to lower his prices but he said he won’t do it until you do.” 

Mr. Roosrveur. Could you give me the name of that representative ¢ 

Mr. Hau. Mr. Arthur. 

Mr. Roosevetr. Ted Arthur? 

Mr. Hatt. Ted Arthur. 

The station he was talking about was Mr. Wheaton’s station, which 
was a mile and a half from my station. 

So I told Mr. Arthur at that particular time to leave the station for 
a few minutes and I would call Mr. Wheaton and verify that statement. 

So I called Mr. Wheaton, and Tiny Wheaton said, “We might as well 
drop because everybody else around me is down,” and he said, “I am 
losing gallonage.” 

At that particular time he was on a subsidy. He was making 1.6 
above my margin, but he was not down in price. Because Ralph Leaf, 
he was located at 39th and El Cajon Boulevard, and his prices were 
down, so they had to be subsidized—they had to subsidize the other 
Shell station at the same price Mr. Leaf was getting. 

But I was out on the same boulevard, and Mr. Leaf’s business was 
coming up all the time, and he was taking my customers, but I couldn’t 
get a subsidy unless I dropped my prices. 

So I sat this way up until, as I say, the 11th of this month, when I 
dropped to 27.9, and 33.1 on my premium. 

That went on until the 20th of this month when this price war 
finally broke open, I mean wide open, and we called the office, I think 
all the dealers called—in fact I did—asking for some help on it to 
meet these lower prices—we felt we would have a lower tankwagon 
price, but instead they came out with their subsidy. 

I happened to be home Friday night—that was the night of the 
19th—and Mr. Arthur called me at my house and asked me if I could 
be up at the station within the hour. So I said I could. 

So I rushed up there madly and waited for him, and he drove in and 
he said, “We have a subsidy for you,” and I said, “Well, what is it?” 

And he said, “We want all stations at 24.9 and 28.1 by Saturday 
morning.” 

And I said, “Well, what’s our margin going to be on that?” He 
says, “You are going to be working on a 4- and 414-cent margin.” 

Well, at that particular time, I mean, that is when I went up in the 
air because, as Mr. Jarvis said, we were guaranteed by Mr. Skipper— 
this is verbal now—I mean there is nothing in writing, that down to 
20 cents we would be working on a 5- and 514-cent margin. 

So right there, there is a difference of a cent a gallon, and on my 
present gallonage last month, I mean, I pumped 32,800, and my normal 
gallonage is around 34,000, between 34,000 and 35,000. 

But in the meantime I have had five new stations around my unit; 
I have a new Mobil, Union, Standard, Associated, and another Shell 
station that has opened up down there. 

So what I can’t quite understand—I think there is something a little 
bit haywire in this whole setup as far as prices, when they come out 
ae .. 24.9 sign, that is the only signs they had at that particular time 
with them. 
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Mr. Arnotp. Where were these signs? 

Mr. Han. In the back of his car. 

Mr. Arnon. Were these actual signs or were they just a price sheet ? 

Mr. Har. A price. 24.9. That was supposed to be posted over 
our 27.9. 

Mr. Roosrver. Cut signs so they fitted right over? 

Mr. Hau. That is right. 

Mr. Roosrevertr. Mr. Hall, let me ask you whether you were con- 
sulted in any way. For instance, as I asked the previous witness, sup- 
pose you felt that you could have a competitive price at, let us say, 
25.6. Would they have given you your subsidy at that time? 

Mr. Hau. No, they would not have. 

Mr. Roosevett. They would not? 

Mr. Hatt. I called to verify that. I called the office and told them 
I would like to raise my premium price to offset my loss on my regular, 
and they said, “Well, if you raise your price your subsidy is off.” 

Mr. Rooseverr. All subsidy? They would not have—— 

Mr. Hat. I didn’t ask. I didn’t ask about all subsidies. They said, 
“You’re subsidized at these two figures,” so I imagine it would be off 
at both items, both brands. 

Mr. Roosrvetr. In other words, they never volunteered to say, 
“Well, if you raise yours, let us say, to 1 cent on your premium, your 
subsidy will be cut in proportion ?” 

Mr. Hau. No. 

Mr. Roosrvetrr. I see. 

As far as I am concerned, I want to make one thing very clear. Were 
you ever told specifically that if you did not agree to this 24.9 that 
your subsidy would be completely withdrawn? 

Mr. Hau. No; I was not notified of that. 

Mr. Roosrevetr. Will you tell us what your conversation was when 
you were asked to place your price at 24.9? 

Mr. Hatz. Well, I was strictly against it. I mean, I didn’t want to 
do it for the lack of margin. 

I cannot operate on a 4 and 414-cent margin, and I told Mr. Arthur 
that, and he said, “Well, there probably will be a change. We are try- 
ing to get more subsidy for you.” 

But at the present time I explained to him we were promised this 
5 and 51% at least, and he said, “I have heard that all over the field, and 
1 don’t know where it came from,” and I said, “You can ring Mr. 
Skipper and he can tell you where it came from.” 

Mr. Roosevevr. If you had refused to go down to 24.9 what would 
have been the result ? 

Mr. Hawi. Well, I don’t believe the company would have done a 
thing, as far as that goes, but I couldn’t stay at my present level and 
pump any gasoline with 23.9 signs all around the neighborhood. 

Mr. Roosrvett. Would your subsidies have remained at what figure ? 

Mr. Haru. At 27.9 it would have been 1.6 instead of 4.2; that is the 
first start; that is when I was still up at my—if you turn over you will 
find the last one, I mean, where the prices changed. 

Mr. Roosrveir. Mr. Hall, have you had any experience with TBA 
in your station ? 

Mr. Hau. Not for the last 5 years or 6 years. 

Mr. Roosrvetr. When you say not for the last 5 or 6 years—— 
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Mr. Haru. Well, there was one gentleman sometime ago, Mr. Van 
Fleet, who worked for Shell Oil Co.—we had some U. S. batteries in 
there, and he didn’t like to have the U. S. batteries displayed so, I 
mean, as we usually do, we go along with them and take them out or 
put them in the backroom and get them out of sight. 

Mr. Roosrvetr. Do you sell any competing oils of any kind? 

Mr. Hauu. No, sir. 

Mr. Rooseve.r. Would you, if you felt that it would not result in 
harmful relationships with the company ? 

Mr. Hau. I certainly would, yes. 

Mr. Roosrvett. In other words, you might sell Quaker State or 
Pennzoil or something of that kind if you felt that it would not 
result in 

Mr. Hatz. That is right. We have lost customers by sending them 
down the street because they wanted Pennzoil or Quaker State. They 
wanted a full tank of gasoline and also an oil change, but they 
demanded Quaker State or Pennzoil or some other oil, but we do not 
stock it; we just have Shell oil. 

Mr. Arnorp. You testified that Mr. Arthur told you on Saturday, 
the 20th, that he wanted all Shell stations to be at 24.9 by that day? 

Mr. Haun. All of his units that he controls; yes, sir. 

Mr. Arnoip. And you further testified that he had in his car price 
sheets at 24.9? 

Mr. Hatz. That is right. 

Mr. Arnotp. Now a final question: We cannot give you $32,000 for 
it, but by Saturday weré all Shell stations at 24.9, to your knowledge? 

Mr. Hau. I believe so; yes, sir. I believe all the way from the 
beach all the way through, but they started to break it by Saturday 
morning. I know they were through our district at 24.9. 

Mr. Arnotp. That is all. 

Mr. Rooseve.t. In other words, what we are trying to make clear 
is that there was a direct effort by Shell to establish a fixed price, a 
price that they had chosen in all of their stations throughout the 
entire area. 

Mr. Hau. It seems to me; yes. 

Mr. Roosrverr. I think that is all, Mr. Hall. Thank you very 
much, sir. 

Is Mr. Bill Stevenson present? Raise your right hand. 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Stevenson. I do. 





TESTIMONY OF WILLIAM STEVENSON, SAN DIEGO, CALIF. 


Mr. Roosevett. Thank you, Mr. Stevenson. 

As you know, this is a very informal hearing and we would be 
much interested to have you tell us your story m your own words, 
if you would, and we will, perhaps, interrupt you from time to time; 
but. you go ahead and we will try to make the interruptions as brief 
as possible. 

Mr. Stevenson. Well, my story starts out with the receipt of this 
lease cancellation and that came out of the clear blue sky as far as 
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I am concerned, because no criticism of my operation had previously 
been stated. 

Mr. Roosrverr. Would you speak up a little bit because I think 
the others in the audience would like to hear you. 

Mr. Srevenson. We did have previous discussion about competi- 
tive situations within the area, although I considered it outside of my 
area. 

I operate a small neighborhood station, and have for the last 11 
years at this 1 location, and starting about January my gallonage 
did start to go down highly, and we lost up to July 1, about 3,000 
gallons, but I blame it primarily on this price situation, over which 
I had no control. 

Mr. Roosrvetr. Your gallonage went down 3,000 gallons from 
what ¢ . 

Mr. Stevenson. From ten, and it was very serious. 

Mr. Roosrve.r. From ten to about seven ¢ 

Mr. Stevenson. Yes. 

Mr. Rooseverr. You had prior to this cancellation in paragraph 2 
a 30-day cancellation clause ¢ 

Mr. Stevenson. Ten days. 

Mr. Roosrveir. A 10-day cancellation clause in this situation. You 
have a 1-year lease. However, in any year upon 10 days’ notice—— 

Mr. Stevenson. This is prior to the termination. 

Mr. Roosevetr. This is prior to the termination ? 

Mr. Stevenson. This is a year’s lease, 10 days prior to the—— 

Mr. Roosrveitr. Except for the decrease in gallonage from ten to 


roughly seven you had received no other complaints regarding the 
management of your station ? 


Mr. Srevenson. That is right; no. 

Mr. Rooseverr. All right, sir. 

Mr. Arnotp. Mr. Stevenson, for the record—— 

Mr. Srevenson. The letter is dated July 29 and was received on 
July 30. 

Mr. Roosrveir. Are you still in possession of your station? 

Mr. Stevenson. Yes; I still have the station. The lease was re- 
written after I dropped the price. That was, perhaps, the factor 
that they were holding for. 

Mr. Roosrvetr. Let me get this straight. You received this can- 
cellation because you had refused to drop your price; is that correct ? 

Mr. Stevenson. We had discussed it. 

Mr. Roosrvetr. You had discussed it, but you had not agreed to? 

Mr. Stevenson. That is right. 

Mr. Roosrverr. Then having received it—— 

Mr. Srevenson. We had to do it. 

Mr. Rooseveit (continuing). You continued your discussion and 
you then dropped your price? 

Mr. Stevenson. That is correct. 

Mr. Roosgvert. And then you were offered a new lease? 

Mr. Stevenson. That is right. 

Mr. Roosrvett. Even though you were supposedly an undesirable 
tenant before. Now that you dropped your price you became a desir- 
able tenant ? 

Mr. Srevenson. That is right, within a matter of a few days. 
Mr. Roosrvett. I see. 
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Your new lease is like the other one? 

Mr. Stevenson. With one exception. It now contains a termination 
notice in it if the station remains closed for any reason over 48 hours. 
That is a new clause they have inserted in it. 

Mr. Roosrve.t. Except for that new clause, however, it is the same? 

Mr. Srevenson. That is right; it is the same. 

mr. RoosrveLt. Now, would you tell me how much you cut your 
price ? 

Mr. Stevenson. On August 4 I lowered it to 27.9. They arranged 
to have the painter bring the signs up to the station. They made the 
call, and the signs were posted on August 4. However, gallonage did 
not improve at that time, and they came up to the station and had 
another meeting in relation to operating hours, and we made an agree- 
ment on that basis, and they assured me then, as they left, that the 
lease would be renewed, and it was rewritten on August 13 and signed, 
sent in to Los Angeles for immediate approval, but it was not received 
until August 25. 

In the meantime, I was hanging on the hook because I have about 
$3,500 or $4,000 worth of equipment, and about the same in inventory. 
It was not a very pleasant situation to go through, I can assure you. 

Mr. Roosrevetr. So you have lengthened your hours. What are 
your hours of staying open now? 

Mr. Srevenson. From 7:30 until 8. 

Mr. Roosevetr. 7:30 o’clock in the morning until 8 at night ? 

Mr. Srevenson. That is right. 

Mr. Roosgvetr. In other words, a 1214-hour day? 

Mr. Srevenson. Yes. 

Mr. Roosevetr. What inducements were given to you in the way 
of—was your tank price reduced as you reduced see 

Mr. Stevenson. No. We were on the same basis as these other 
stations. They guaranteed 5, and 514 above tank wagon or any prices 
above, but if it dropped below, it was cut to 4, and 414, with a cent 
taken off for rent, which left us with a net of 3, and 314. 

Mr. Roosevert. Your rent is wholly on the 1-cent charge? 

Mr. Stevenson. That is right. 

Mr. Roosrevett. Have you dropped now below the 27.9? 

Mr. Stevenson. Yes. We dropped to 24.9 along about the 24th or 
25th, but it has not improved conditions very much. We are back to 
about normal, that is the normal 10,000-, 11,000-gallon unit now. 

Mr. Roosrvetr. The point I want to make very clear again, however, 
is that if, in your opinion, the other stations raised their price to, let 
us say, 27.9 again, you will immediately go back to 27.9? 

Mr. Srevenson. If they do. I don’t believe in price cutting at all. 

Mr. Roosseveitr. And you will not get your 514-cent figure until 
your margin—until your price gets to what ? 

Mr. Stevenson. Above tank wagon. 

Mr. Roosrevetr. Above tank wagon ? 

Mr. Stevenson. Yes. 

Mr. Roosrveitt. Which is what? 

Mr. Stevenson. 25.6 in the case of Fire Chief. 

Mr. Arnotp. Mr. Stevenson, at the time of the lease cancellation, 
did the company tell you whether they had a new tenant ready to take 
over your station ¢ 
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Mr. Srevenson. That is what made it ae difficult for me because 
they did not have a substitute, and I would have been glad to. have 
given it to them had there been one, but it left me right on the hook 
because there was nobody to turn it over to, and it meant removing all 
of my equipment and inventory from the unit. 

Mr. Arnotp. And you could have suffered a very substantial loss in 
your investment ¢ 

Mr. Srevenson. Very definitely. 

Mr. Arnoip. And the company itself would have suffered because 
they had no person to put into the station ? 

Mr. Srevenson. Definitely. They indicated they would, but they 
didn’t. 

Mr. Arnowp. Do you teel the purpose of the lease cancellation, there- 
fore, was just to exert pressure on you to lower the price? 

Mr. Srevenson. I can’t draw any other conclusion or it is impossible 
to do it. 

Mr. Roosevett. Mr. Stevenson, have you had any experience in re- 
gard to the TBA sales? ; 

Mr. Srevenson. In what way? : 

Mr. Roosreveitr. Do you have complete freedom, for instance, to 
carry other oils and other 

Mr. Srevenson. No. 

Mr. Arnoip. Mr. Stevenson 

Mr. Roosrverr. Let me continue with this line of questioning. 
Other TBA items that are not sponsored ? 

Mr. Stevenson. They are frowned on. I have never handled then: 
myself, but I know that they are frowned on. 

Mr. Rooseveit. How do you know that they are frowned on ? 

Mr. Srevenson. Well, because of my discussing with other units, 
and I have some commodities—I have never handled Quaker State oil, 
Pennzoil, in my unit because I just don’t believe in it. 

Mr. Roosrverr. That is your own decision, however ? 

Mr. Stevenson. Yes, that is right; that is mine. 

I have never had any pressure from that angle actually. I have 
been talked to numerous times regarding the difference between Fire- 
stone and Goodrich programs, and I have been a Firestone dealer for 
about 12 years, and I am perfectly satisfied with that. 

Mr. Roosrveir. Well, thank you. Thank you, Mr. Stevenson. We 
appreciate your coming before the committee. 

Mr. Stevenson. Thank you. 

_Mr. Roosrverr. Mr. Harper is here, and I will be glad to hear from: 
im. 

Would you raise your right hand, please, sir. Do you solemnly 
swear that the testimony which you are about to give before this 
subcommittee shall be the truth, the whole truth, and nothing but the: 
truth, so help you God? 

Mr. Harper. I do. 
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TESTIMONY OF TONY HARPER, SAN DIEGO, CALIF. 


Mr. Roosrvetr. Will you be seated please. Will you give us in your: 
own words, Mr. Harper, what the picture is, as you see it ? 

Mr. Harper. Well, you mean about pressure being exerted on my 
employer ? 
Mr. Roosrvetr. Yes. 
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As I understand it, you feel there has been a certain degree of 
pressure placed upon you by your supplier because, I believe you are 
not employed—— 

Mr. Harper. I am an employee. 

Mr. Roosrevetr. You are directly employed ? 

Mr. Harper. I am an employee.: Mr. John Jarvis is my employer. 

Mr. Roosrvetr. You are working for Mr. Jarvis. Can you tell us 
a little bit of the story as you see it, having worked for Mr. Jarvis? 

Mr. Harper. Well, the company representatives come over to see 
my employer, and either take him out to coffee, usually when there are 
two of them; when there is one of them they sit there, they talk to 
him in front of me, and ask him to drop his prices, and they do so 
2 or 3 times during the day; they keep dropping in as they drive by, 
and ask him to drop his prices, and that they have the signs ready 
anytime he is ready to go, and they just keep going and keep going. 

Finally my employer gets in a nervous state of mind, and eventually 
we did have to come down. 

At that time it was near to the end of the year, as far as his lease 
was concerned, and he feared that he might be asked out if he didn’t. 

Mr. Roosrvetr. Did you ever hear any of the company employees 
either directly or indirectly tell Mr. Jarvis that his Cos might not 
be renewed if he didn’t cooperate on price structure ¢ 

Mr. Harrer. It would have to be a stretch of imagimation. It was 
very indirectly. 

Mr. Roosevett. That is a little bit vague. What do you mean? 

Mr. Harper. Well, they didn’t actually come out and say it, but 
they implied it. 

Mr. Roosrvett. Did you feel that this—— 

Mr. Harper. By that I mean, Mr. Roosevelt, is that they never 
failed to tell you that there is a lot of people walking the streets that 
would like to have that station. Does that make it a little better? 

Mr. Roosrvetr. That is exactly the kind of statement I want to 
know about. In other words, that is what we call indirect pressure. 
It is not a direct statement that “You will be canceled,” but the im- 
plication is if you don’t that there are other people ready and willing 
to take over. 

Mr. Harper. That is right. 

Mr. Roosrverr. And you testify that such statements were made 
in your presence to Mr. Jarvis? 

Mr. Harper. That is right. 

Mr. Roosevett. As a result of this continued pressure, do you be- 
lieve that the operation of the station caused Mr. Jarvis possible 
harm because of the continued fear that was being generated ? 

Mr. Harper. You mean Mr. Jarvis personally ? 

Mr. Roosevert. Yes. 

Mr. Harrer. I do. 

Mr. Arnoup. You say the company representatives would come 
sometimes 2 or 3 times a day. Over what period of time did they 
visit, over what period of time did these visits last, a week, 2 weeks, 
or a couple of days ¢ 

Mr. Harper. Well, they would last until such time as the prices 
were reduced. 

Mr. Roosrverr. Did they stop coming? 

Mr. Harrerr. After the prices were reduced, yes. 
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Mr. Roosevert. I think that is all then, Mr. Harper, unless you 
have anything else that you would like to tell about. We appreciate 
your coming down. 

Mr. Harper. Nothing; thank you. 

Mr. Roosevetr. Is Mr. John Hoffman present? 

Would you raise your right hand, please, sir. Do you solemnly 
swear that the testimony which you are about to give before this 
subcommittee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Horrman. I do. 


TESTIMONY OF JOHN HOFFMAN, CHULA VISTA, CALIF. 


Mr. Rooseveutr. Mr. Hoffman, I understand that you are a former 
Texaco dealer, and you are presently a Chevron dealer; is that correct ? 

Mr. Horrman. Yes, sir. 

Mr. Rooseveitr. Would you testify in your own words, perhaps 
starting back in 1951—is that when you were a Texaco dealer ? 

Mr. HorrMan. Yes, sir. 

Mr. Roosrveit. As to your experience in the business and the price 
situation. 

Mr. Horrman. Well, I was a Texaco dealer in Chula Vista, and I 
had Mr. Buckham and Mr. Casey come out to my station one morn- 
ing and they brought out a price sign—I don’t remember just what it 
was, that was quite some time ago—and they said that my two nearest 
Texaco competitors were down in the price of gasoline, and there 
wasn't anything else I could do but go down and meet that price. 

And they didn’t lower the tank wagon price to me. I had been 
working on a 4-cent margin which, with the rent, 1 cent a gallon rent, 
is 3 cents, and so I gave it quite a little thought, and while I was 
thinking, why, one of them was putting up the sign on my board. 

Mr. Roosevett. In other words, before you had agreed to the reduc- 
tion, it was already going up on your board? 

Mr. HorrMan. Yes, sir. 

Well, I thought if the other Texaco dealers are down, I guess the 
best thing I can do is go along with them, so I agreed. 

They left, and just as soon as they got out of sight I got in my serv- 
ice truck and I go to my nearest Texaco dealer, and they had not got 
there yet, the price wasn’t down, so I informed him of the story he was 
going to hear, and I go back, and I take my signs down, and I put my 
price back up. 

Mr. Roosrvetr. Let me just be very clear about this. After you had 
agreed to post the new signs, you went down to the next Texaco dealer 
and found they had not reached him yet, and his prices were still the 
same old prices? 

Mr. Horrman. Right. 

Mr. Roosrvetr. So you told him about what had happened to you, 
and you went back and upped your price again to what it had origi- 
nally been ? 

Mr. HorrmMan. Right. 

Mr. Arnotp. And during your conversations with the Texaco 
agents did they say this other station operator had lowered his price 
or did they intimate he had? 
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Mr. Horrman. Yes, they said—that was the first words they said 
to me, that they had lowered the price. 

Mr. Arnoxp. I see. All right. 

Mr. Roosevett. In other words, you would not have lowered your 
price unless they had told you the result had already been accom- 
plished at your neighbor’s, and then you found out that was not true‘ 

Mr. Horrman. That was not; yes, sir. 

And I went back and put my price back up, and I stayed up through 
the whole gasoline war, and they didn’t like it at all, and then they— 
I didn’t like their batteries that they wanted me to stock exclusively, 
and their spark plugs, and I refused to handle them, and I had— 
after the gas war settled out there wasn’t any more pressure brought. 
They never came back and mentioned any more about the gasoline 
price at all. 

Mr. Rooseverr. You mean when the gasoline war was over their 
interest in your price was over also ? 

Mr. Horrman. That is right; yes, sir. 

Mr. Roosrveit. How much business did you lose during the price 
war ?¢ 

Mr. Horrman. I don’t remember, but I don’t think it was over a 
thousand gallons a month. I don’t think 

Mr. Roosrverr. Out of about how many is that? 

Mr. Horrman. It averaged around 9,000. 

Mr. Roosevettr. So you lost roughly 10 percent ? 

Mr. Horrman. Yes, and I would have lost more if I would have 
gone along with the price. 

And Mr. Casey came out to my station after the thing was settled 
out and things were going along good, and I had a sign on my window 
displaying some AC spark plugs, if I remember right, one on each 
side. 

Well, he tore one of those signs down, and I got a tire iron about 
so long and invited him to take the other one down. Well, he left. 

Mr. Roosrvetr. That is what you might say is being an mdependent 
businessman ¢ 

Mr. Horrman. Yes, sir. [ Laughter. } 

Mr. Roosrvert. Yes. 

Mr. Horrman. And the man that was selling these AC products 
came to me at least 2 or 3 months, if my memory is correct, and sug- 
gested to me that I put in 2 or 3 of those B. F. Goodrich batteries and 
spark plugs for decoys. He said maybe they would—‘*Maybe they 
will get off your back and leave you alone. You are making a living 
here, and I hate to see you lose your unit.” 

He hinted to me 2 or 3 times that he knew something that my lease 
was going to be canceled, and that man’s name is Carl Redding, and 
I am sure that he knew about it, and I did get canceled out. My 
9 said I would have 30 days just like the others, but they gave me 
15 days. 

Mr. Rooseve.r. They gave you a 15-day notice to get out? 

Mr. Horrman. To get out. 

Mr. Roosrevett. You testify, then, in order that it can be very clear, 
that not only was pressure put on you by the company representative 
on your TBA items to eliminate the nonapproved TBA items of the 
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company, but that it was intimated to you that if you did not comply 
with company policy in relation to TBA items you would lose your 
lease ; your lease would not be renewed ? 

Mr. Horrman. Very definitely, very clearly that. 

Mr. Roosrveur. Then they went so far as to give you instead of the 
required 30-day notice, only 15-day notice? 

Mr. Horrman. Yes, sir. 

Mr. Roosrveit. And you lost your Texaco lease 

Mr. Horrman. Yes, sir. 

Mr. Reoseverr. When did you go back into the business as a Chev- 
ron dealer ? 

Mr. Horrman. Well, just within the 15 days. When my lease was 
up, Standard Oil Co. heard about the trouble in some way, I don’t 
know, and they came to me and asked me if I would like a service 
station. 

Mr. Roosrvetr. In other words, it cannot be said that you were truly 
not a decent businessman because certainly Standard Oil would not 
have picked you up and given you a lease at one of their outlets if your 
general reputation had not been reasonably good. 

Mr. Horrman. Well, I hope that they feel that way. 

Mr. Roosevett. As a station operator. 

I am again referring to the fact that it is often stated that it is 
only those who are complete incompetents who make the complaints 
of the kind that you are testifying to. 

Mr. Horrman. That is right. 

Mr. Roosrvetr. Now, you are a Chevron dealer. Have you had any 
similar situation ? 

Mr. Horrman. None whatsoever. 

Mr. Roosrvetr. At the present time you feel perfectly free to put 
up any item you want to in your station ? 

Mr. Horrman. Yes, sir. 

Mr. Roosevett. I think that is all I have. 

Let me just ask you one other question with relation to the price 
discussions. Were there direct or indirect threats concerning the can- 
cellations of your lease during the price discussions ? 

Mr. Horrman. No, sir. 

Mr. Roosevetr. Nearly always confined to the TBA operation ? 

Mr. Horrman. Yes. 

Mr. Roosrveir. Well, thank you very much, Mr. Hoffman. Unless 
you have anything else, we appreciate your testifying. 

The last witness for this morning’s session is Mr, Salsbury. If he 
is present, we would like to hear from him, please. 

Raise your right hand, sir. Do you solemnly swear that the testi- 
mony you are about to give before this subcommittee shall be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 
Mr. Saussury. I do. 


TESTIMONY OF H. E. SALSBURY, LA MESA, CALIF. 


Mr. Rooseveir. Mr. Salsbury, I understand you have been at your 
present location as a Texaco dealer for approximately 7 years, and 
that as far as your increase of gallonage is concerned you have main- 
tained a more or less steady increase in gallonage in your station? 
Mr. Saussury. That is true. 
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Mr. Roosrvett. Would you care to tell your story to the subcom- 
mittee in your own words, and we will then go from there. 

Mr. Sautspury. Well, there isn’t much story. My lease was up on 
the 24th of this month, and on the 14th of this month I received a 
cancellation notice in the mail, and that was on a Friday—I believe 
it was on a Saturday—and the following Monday a salesman came 
out and asked me if I had received it. 

I told him, “yes.” I told him I would like to know why. I under- 
stood we were getting along all right. 

Well, he said it is hours of operation. I was doing repair work 
which the company did not approve of, and I was not competitive in 
price, and we talked for a little while, and he suggested I go and see 
the manager down here in San Diego. 

Mr. ArnotD. What was the name of the agent, sales agent? 

Mr. Satspury. That was Casey Johnson. 

Mr. Arnotp. Did he also in this discussion about which you are 
testifying mention any factors relating to TBA items or inventory 
guides? 

Mr. Saussury. Yes, he did. That was one of the things that he 
mentioned. He said I was not on inventory guide. 

Mr. Arnotp. Could you explain this inventory guide? 

Mr. Sauspury. Well, I had bought chemicals from Miller Auto 
Supply, who was the supplier, but I discontinued Goodrich batteries 
and tires. 

Mr. Arnotp. Are Goodrich batteries and tires sponsored by your 
supplier or approved by your supplier? 

Mr. Satspury. That is right; yes, sir; and I had had a little trouble 
with the supplier so I discontinued these items, and that was one 
of the things that the company didn’t like. 

However 

Mr. Roosrvetr. Mr. Salsbury, can I ask you one question? In your 
lease is there a clause that specifically says that you are an independent 
businessman, that the company has no control over your method of 
operation, outside of the fact that you must sell their gasoline and 
their oils ¢ 

Mr. Satssury. I don’t believe there is anything specified in the 
lease regarding 

Mr. Roosevett. Have you got your lease? 

Mr. Satssury. No, sir; I haven’t with me. 

Mr. Roosevett. Could you secure a copy of it for the committee? 

Mr. Saussury. Yes, sir; I could. 

Mr. Roosevett. I ask you this specific question because the standard 
Texaco lease contains a clause in it which specifies that you are not a 
company employee, that you are an independent businessman, and 
that you chal have discretion over the operation of your station. 

Mr. Saussury. I was told by Mr. Elliott, the zone manager, first 
he told me—Mr. Johnson would be a witness—that they didn’t tell 
me I had to do anything or they would cancel my lease. That any- 
thing I did out there was strictly up to me. That I could, according 
to the terms of my lease, sell other gasoline in their tanks and pumps, 
and there was nothing they could do about it. 

It was the broadest lease in the industry. But that he intended to 
have dealers that were sympathetic with the policies of the com- 
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pany, and he spent about an hour and a half outlining these policies, 
and he said at no time would anybody tell me I had to do anything 
or my lease would be canceled, but it was. 

Mr. Arnotp. Was TBA inventory guide expressed by Mr. Elliott as 
a policy of the company ? 

r. Satspury. He told me that they had, the company had, a large 
investment in these stations, and in order to pay off these investments 
and to make any money they had to get everything out of those stations 
that they could, and they could educate me and my help in sales, and 
they wanted me to go along with their program. 

They said, “Of course, you don’t have to, but this is our desire. 
We can educate your help as well as you. You can go to sales meet- 
ings once a week, and we would like to put in our full program, which 
is a full stock of tires, batteries, and chemicals.” 

But at no time have I been threatened on this particular thing. 

Mr. Johnson came out before my lease was up last year and told me 
that my hours of operation weren’t satisfactory, and 1 wasn’t competi- 
tive, and I did repair work, and that he was going to recommend that 
my lease be canceled, and he was sure that Mr. Elliott would approve. 

However, he came back later or before he had left, and he apologized 
and he said he shouldn’t have done it. At that time I expected to be 
canceled out, but nothing was done about it. 

Mr. Roosrvetr. Is there anything in your lease which gives the 
company the right to set your hours of work or to be open ? 

Mr. Satssury. No, sir. 

Mr. Roosevetr. It is not mentioned in your lease? 

Mr. Saussury. No, sir. 

Mr. Roosgveur. Is there anything in your lease which says that you 
should not carry competitive TBA products? 

Mr. Sautssury. No, sir. 

Mr. Roosgverr. Therefore, if it was company policy to do this, 
either it should be in your lease or you should be, as your contract 
implies, free to follow your independent judgment on those items as 
an independent businessman. 

Mr. Satspury. That would be my understanding. 

Mr. Rooseveir. The sign which was—I believe you had some addi- 
tive sign in your garage to which the sales agent, Mr. Johnson, ob- 
jected to at one time? 

Mr. Sauspury. Yes, sir. 

Mr. Roosrvetr. Did he take any action with respect to it? 

Mr. Satssury. He tore about half of it down and left the rest of it 
up there. 

Mr. Roosrvert. He tore half of it down? 

Mr. Sauspury. Yes. 

Mr. Roosrvetr. Well, that is rather rough treatment for—— 

Mr. Sauspury. Well, I wasn’t there at the time. 

Mr. Roosrvetr. You were not even present ? 

Mr. Saussury. No. 

Mr. Roosrveitr. How do you know he tore it down? 

Mr. Satspury. Well, he admitted later, and the man working for 
me told me that he did. 

Mr. Roosnvect. I see. 

Mr. Salsbury, before we get to the next question, your lease was 
canceled, I understand ? 
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Mr. Satssury. That is right. 

Mr. Roosevetr. However, that was later restored ? 

Mr. Saussury. That is correct. 

Mr. Rooseverr. To put it colloquially, how come? 

Mr. SatsBury. Well, I have a lot of very loyal friends that are cus- 
tomers, and they wrote in to the Los Angeles office, phoned in, wired 
in, one man took time out and went up there and talked to them, and 
the Texas Co. answered my customers and conceded they were in error 
in canceling my lease, and that it had been restored. 

Mr. Roosrveir. Mr. Salsbury, as a typical dealer and small-business 
man in which this committee is interested, and wants to try to assist 
to be in a fair and competitive position and free from coercive pres- 
sure, would you be in favor of legislation (1) which would guarantee 
you a longer lease and, therefore, remove such fear of cancellation as 
may have existed ¢ 

(2) Would you be in favor of legislation which would give to you 
remedies at law, together with the financial ability to prosecute those 
remedies, as against the battery of lawyers and the economic power 
of the supplier ? 

Mr. Sarssury. Well, I believe that is the only hope we have. If 
there isn’t something like that, I don’t believe the small-business man 
is going to stay. We have no alternative. They don’t do anything 
that is illegal. 

We have a 10-day cancellation clause in our lease, and if we are not 
desirable they are not breaking any law; they can remove us. 

I think the law is in error because you cannot wind up your business, 
no matter how small it is, in 10 days. I feel that a man should have 
at least 90 days to get out of business, and until there is a better re- 
lationship between the representatives of the companies and the small- 
business men, it looks like kind of a rough road ahead. 

Mr. Roosrevett. Would you agree, however, that the company must 
have a degree of control over the station in which their products are 
sold? The public judges them by the manner in which your station 
is run; for instance, the cleanliness of the station. 

Mr. Satspury. That is very true. 

Mr. Roosrvett. Therefore, you would agree that the company 
should have the right of cancellation for just cause ? 

Mr. Satssury. That is right. 

Mr. Roosrveitr. However, you would feel that if it was not a just 
cause but a special advantage that they wanted to have, such as the 
right to set prices or the right to make you deal only in their products, 
that there should be removed the power of coercion to force you to 
conform to their policies? 

Mr. Satspury. Yes,I do. I think that if we had at least a 3-month, 
possibly a 6-month, clause where it would be necessary for them to 
come out and talk it over or give us written notice of our being un- 
desirable, then if we didn’t want to operate our stations the way they 
wanted to have them operated, I think then that that is their right; 
they should have that. 

If I don’t—they are paying the lease on that place, and if I don’t 
operate it in an efficient manner, J see no reason why they should put up 
with me. That is fair. 

However, I don’t think they should crack the whip too much. 
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To illustrate their attitude, one of the drivers came out and dumped 
a load of gasoline before I got there in the morning, and he dumped it 
in the wrong tanks, the wrong proportions, and I talked to him about 
it the next time when he came in, and he said, “This is a company 
‘station, and the next time I have an order to dump gas I will do it 
or not.” 

Of course, he didn’t do that because I told him that was a good way 
to get a punch in the nose. But I think—I don’t believe that a lot of 
the things that are done are company policy. I think that a lot of 
it are employees that have been misinformed as to their duties. 

However—the cancellation terms of 10 days, I believe, are very un- 
fair. 

Mr. Roosrvetr. So that I can be sure that the record is correct, can 
you give me a rough idea of the increase in gallonage that you have 
achieved in your station over the 7 years. 

Mr. Satssury. If I remember correctly, in my first month it was 
3,200 gallons. My highest month, the month before last, I believe it 
was between 11,500 and 12,000. It was just under 12,000 somewhere. 

Mr. Roosrveit. So over a 7-year period you have increased from 
3,200 to roughly 12,000 gallons a month? 

Mr. Saussury. A little less than that. 

Mr. Wirson. No questions. 

Mr. Arnotp. No questions. 

Mr. Roosevert. Thank you very much, Mr. Salsbury. We ap- 
preciate vour appearing before this subcommittee. 

The subcommittee will now recess until 2 o’clock this afternoon. 

(Whereupon, at 11:55 a. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 





Mr. Rooseve.t. The committee will come to order, please. 
The first witnesses this afternoon will be—and I believe, if it is 
agreeable to them, they will testify jointly—Mr. W. A. Shaffer and 
Mr. H. J. McDade. 

Gentlemen, will you raise your hands, if you would. Do you and 
each of you solemnly swear that the testimony which you are about 
to give before this subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Suarrer. I do. 
Mr. McDapr. I do, 


TESTIMONY OF W. A. SHAFFER, SENIOR INVESTIGATOR OF PETRO- 

" LEUM PRODUCTS, STATE BUREAU OF WEIGHTS AND MEASURES; 
AND H. J. McDADE, SEALER OF WEIGHTS AND MEASURES OF 
SAN DIEGO, CALIF. 


Mr. Roosrverr. Mr. Shaffer, to start with you so we will have it 
properly in the record, would you give your official title and position? 
Mr. Suarrer. My name is W. A. Shaffer, and I am the senior in- 
vestigator of petroleum products for the State bureau of weights and 
measures. I reside in San Diego. 
Mr. Rooseverr. Thank you, sir. 
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Could I ask both of you gentlemen, because I know they cannot 
hear in the back of the room unless you speak fairly loudly, would 
you do that for us? 

Mr. McDade, would you identify yourself, first? 

Mr. McDapr. My name is Herbert J. McDade. I am the sealer 
of weights and measures for the county of San Diego. 

Mr. Roosrvetr. Now, gentlemen, it is my understanding that at 
the order of Hon. Dean Sherry, judge of the superior court here in 
San Diego, you made a certain investigation and report; is thet 
correct ? 

Mr. Suarrer. That is correct. 

Mr. McDapeg. That is correct. 

Mr. Rooseveitt. The committee would appreciate it if, No. 1, you 
would summarize the findings of pone report, and unless you have 
objection, we would like to insert the report in the record as a public 
document. 

It is my understanding that the oe of the report have never 
been published by the daily local papers here, and we would like to 
make it available to them. 

Mr. Suarrer. Very well. 

(The report referred to follows :) 


San Dreco, Carir., May 25, 1955. 
Retail Petroleum Dealers v. Quiggle et al. 


Hon. DEAN SHERRY, 
Judge of the Superior Court, 
San Diego, Calif. 

Dear Str: The following report is submitted in response to court order of 
May 4, 1955, ordering Herbert J. McDade and Walter Shaffer to prepare a 
report on quality of gasoline sold at major and secondary outlets in San Diego 
and vicinity. 

1. With reference to the specific grade and brands of gasoline mentioned 
in the court order, our inspections and reports of the State laboratories on 
samples that have been submitted from this area, show that Standard Oil’s 
Chevron gasoline is also marketed as Hercules; Richfield sells their Richfield 
Hi Octane as Rocket gasoline; Shell gasoline is also marketing in this area as 
Douglas gasoline. Wilshire supplies other dealers, and the latest sample of 
Keller’s regular gasoline when tested showed almost identical specifications with 
Wilshire. Golden Eagle is connected with and normally secures its gasoline 
through Sunset Oil Co. 

2. It should also be brought to the attention of the court that we have, through 
our inspection procedure, determined that several of the major companies in San 
Diego have exchanged gasoline or supplied each other from time to time in 
cases of shortages, shutdown, or mechanical difficulties. Throughout the State, 
where economically advantageous, one refiner may supply needs of several com- 
panies in that area. 

3. California Testing Laboratories, Inc.. of Los Angeles, is an accredited 
laboratory and publishes a monthly report of the standard tests and specifications 
of most of the gasolines refined and marketed in southern California. A recent 
copy of this report is in the hands of the court and marked “Exhibit K.”’ It is 
our opinion that this report of the California Testing Laboratories, Inc., presents 
a true and accurate statement of the character and specifications of the fuels 
named therein. Such reports are recognized as authoritative throughout the 
industry of this State. 

4. Methods of tests used in petroleum laboratories aie prescribed by the 
American Society for Testing Materials (ASTM). They are adhered to by the 
entire industry and are used by the California Testing Laboratories. Generally 
speaking, the gravity, Engler distillation, and octane number are the most 
significant in determining the quality of the gasoline unless some other test is 
outstandingly noticeable indicating an unusual characteristic. For example, if 
the gum or sulfur content of the gasoline tested is extremely high, a poor quality 
is indicated. 
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The gravity is determined by the API (American Petroleum Institute) hydrom- 
eter. Water at 60° Fahrenheit is 10° on this scale and the lighter the product 
in weight per unit the higher the gravity. The proportion of highly volatile 
material is partially determined by the test. For example, a good grade regular 
gasoline usually tests between 54° and 61° API. Generally if the gasoline tests « 
appreciably below 54° an inferior product is indicated. Similarly a product test- 
ing substantially above 61° may also be inferior in qaulity and performance. 

A distillation test was performed for the court and attorneys of both parties 
in the action a few days ago and explained at that time. The sample tested was 
Keller’s regular gasoline obtained on the open market in San Diego. A copy of 
the report of that test is attached hereto. That test indicates the Keller gasoline 
tested is substantially as good in quality as the so-called major regular grade 
products. 

The octane number is determined by the actual performance of the gasoline 
when tested against standardized fuels in a highly specialized engine designed 
for that purpose alone and maintained at close mechanical specifications and 
tolerances. 

5. In California, State law sets up minimum specifications which all products 
offered for sale as gasoline must meet. Usually competition from other refineries 
and marketers forces the refineries to exceed the minimum requirements. This 
is especially true when production is exceeding demand or comeptition is keen. 

6. Actually, it is our opinion that in today’s market there is very little difference 
in the performance of any gasoline of comparable grade sold in this county when 
used by the average motorist. 

The writer is a college graduate, having specialized in chemistry and received 
a bachelor of arts degree in liberal arts... I was engaged in petroleum refining 
as chemist for many years and have also had experience in sales and manage- 
ment. For the last 16 years I have. been employed as senior investigator, 
petroleum products, by the State bureau of weights and measures, in the 
enforcement of the petroleum provisions of the Business and Professions Code 
of California. The opinions stated in this report are my own, based upon my 
experience and knowledge in this field. 

Respectfully submitted. 


W. A. SHAFFER. 


I have read the above report and I concur in the statements which have been 
embodied in it. This opinion is based upon my many years’ experience in the 
petroleum business in this area and my 14 years’ experience in the Department 
of Weights and Measures of San Diego County. My official duties require me 
to keep constantly in touch with the quality of gasoline sold in this county, 
and to make frequent laboratory tests of such gasoline, and by frequent in- 
spection of the wholesale and retail outlets of gasoline in this county. 


H. J. McDape, 
Sealer of Weights and Measures, San Diego County. 


Mr. Roosevetr. You may proceed. 
Mr. Suarrer. I think I shall start off answering that. 


I wanted to get, first, a copy of the court order and read just a little 
bit of that. [Reading:] 


The major gasolines tested shall include but not necessarily be limited to the 
following: Shell, Texaco, General Petroleum, Richfield, Union, and Standard. 
The secondary regular gasolines tested shall include but not necessarily be 


limited to the following: Rocket, Hercules, Keller, Golden Eagle, Wilshire, 
Douglas. 


We limited our investigation and report to the gasolines mentioned 
in the order. 

Now, in the report we made it was determined very soon after a 
conference with the judge that he had in his possession a copy of a 
report put out by a disinterested laboratory, California Testing Lab- 
oratories, Inc., of Los Angeles, and he asked us for an explanation of 
the meaning of the various tests and how they might be interpreted. 

We consumed considerable time and a considerable portion of the 
report in explaining the meaning of tests in as much nontechnical 
language as we could use. That, T believe, answers the occasion for it. 
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Now, you wanted permission to read the report into the—— _ 

Mr. Rooseveur. I think if you would just summarize it without, 
perhaps reading it in full—I would particularly like you to repeat, 
if you would again for the record, the name of the laboratory, your 
opinion as to their qualifications from a professional point of view, 
and then such other summary as you wish to make. ‘ 

Mr. Suarrer. Paragraph 3 of the report reads as follows [reading] : 

California Testing Laboratories, Inc., of Los Angeles, is an accredited labora- 
tory, and publishes a monthly report of the standard tests and specifications of 
most of the gasolines refined and marketed in southern California. A recent 
copy of this report is in the hands of the court and marked “Exhibit K.” It is 
our opinion that this report of the California Testing Laboratories, Inc., presents 
a true and accurate statement of the character and specifications of the fuels 
named therein. Such reports are recognized as authoritative throughout the 
industry of this State. 

Mr. Roosevetr. Mr. Shaffer, if I could ask, perhaps you could sum- 
marize the conclusions reached from the report as you read it. 

Mr. Suarrrr. I will read paragraph 1. [Reading:] 

With reference to the specific grade and brands of gasoline mentioned in the 
court order, our inspections and reports of the State laboratories on samples 
that have been submitted from this area show that Standard Oil’s Chevron gaso- 
line is also marketed as Hercules; Richfield sells the Richfield Hi Octane as 
Rocket gasoline; Shell gasoline is also marketed in this area as Douglas gasoline. 
Wilshire supplies other dealers, and the latest sample of Keller’s regular gasoline 
when tested showed almost identical specifications with Wilshire. Golden Bagle 
is connected with and normally secures its gasoline through Sunset Oil Co. 

That concludes, I believe, the highlights of that. 

You asked one question more. 

Mr. Roosevett. On page 2 of the report, as I have it, there was a 
paragraph 6. 

Mr. SuHarrer. That is right. 

Mr. Rooseveir. Would you read that? 

Mr. Suarrer. That is night. [Reading:] 

Actually, it is our opinion that in today’s market there is very little difference 
in the performance of any gasoline of comparable grade sold in this county when 
used by the average motorist. 

Now, sir, I wish to read into it the last sentence which I qualified 
before signing it. [Reading:] 

The opinions stated in this report are my own, based upon my experience and 
knowledge in this field. 

Mr. Rooseverr. Thank you, sir. 

Mr. McDade, could I ask you one additional question in relation to 
paragraph 2, which, perhaps, you might read into the record? 

Mr. McDape (reading) : 


It should also be brought to the attention of the court that we have, through 
our inspection procedure, determined that several of the major companies in San 
Diego have exchanged gasoline or supplied each other from time to time in cases 
of shortages, shutdown, or mechanical difficulties. Throughout the State, where 
economically advantageous, one refiner may supply needs of several companies 
in that area. 


Mr. Roosrvett. Thank you, sir. 

The committee will receive the report in toto, and the members of 
the press may examine it at their pleasure. 

Mr. Arnold, do you have any questions you would like to ask? 
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Mr. Arnotp. You mention here, for instance, that Standard Oil 
gasoline is also marketed as Hercules gasoline. 

Mr. McDaper. Yes, sir. 

Mr. Arnoip. And further you report that, in your opinion, there 
is no difference in the gasoline of comparable grades sold to the con- 
sumer in the San Diego County area. 

Would that mean, for instance, that Hercules gasoline, according 
to this report, is the same or comparable or of like quality as Standard 

as itself? 

Mr. McDapr. If I may be permitted to, I would like to answer that 
question this way. In the State of Calfornia we have a law that 
requires anyone selling a gasoline under a different brand name than 
that of the true refiner or manufacturer, must receive permission from 
the true refiner or manufacturer to so rebrand it. And I state that 
we stated that Chevron Supreme gasoline and Chevron gasoline sold 
as Hercules gasoline; I have a copy of the rebrand letter in my pos- 
session authorizing Hercules Oil Co. to so rebrand their gasoline. 

Mr. Roosrvetr. But it is your finding that that Hercules gasoline 
is substantially the same as regular Standard gas? 

Mr. McDapp. Yes, sir. 

Mr. Arnoip. Would there be any cost justification for selling the 
Hercules gas to an outlet at one price and selling the same gasoline 
which comes from Standard to another retail outlet at another and 
higher price? 

Mr. McDape. That would be a marketing policy of the company. 
I couldn’t comment on that. There perhaps might be some reasons 
why they do. I am not 

Mr. Arnotp. Would there be, to your knowledge—if you have the 
knowledge—would there be any cost justification? This is the same 
gasoline. 

Mr. McDape. You say would there be any cost justification ? 

Mr. Arnowp. Yes. 

Mr. McDape. It might be that there was no delivery expense, that 
it would be sold at the rack and not delivered to the service station. 
That, I believe, is the case. It is my opinion. 

Mr. Roosrveir. Well, I want to thank you very much, gentlemen, 
for taking the time and trouble to be with us today, and we appreciate 
very much having the report for our files. 

Mr. Suarrer. We are dismissed, then? We have an engagement in 
Los Angeles. 

Mr. Roosrvert. Yes; you are. 

The committee will now hear Mr. Dan Lundberg, executive secretary 
of the California Petroleum Marketers Council of Los Angeles. 

Will you raise your right hand, sir? Do you solemnly swear that 
the testimony you are about to give before this subcommittee shall be 
the truth, the whole truth, and nothing but the truth, so help you 
God? 


Mr. Lunoppere. I do. 
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TESTIMONY OF DAN LUNDBERG, EXECUTIVE SECRETARY, CALI- 
FORNIA PETROLEUM MARKETERS COUNCIL, LOS ANGELES, 
CALIF. 


Mr. Roosevetr. I might say, Mr. Lundberg, that I think it is correct, 
you wrote me on August 25—— 

Mr. Lunvppera. That is right, sir. 

Mr. Roosevetr (continuing). And indicated you would like to 
appear before the committee. 

1, as chairman, wired you as soon as I got your letter, and invited 
you to be present, because it is our policy, and has been the policy of 
the committee, to attempt to always hear all sides. 

I want to reemphasize that because the committee has this after- 
noon sent wires to the company officials who were named in the testi- 
mony this morning, requesting that they be present tomorrow. 

Naturally, we do not want to force them to be present, but in view 
of the fact that they were named in the testimony this morning, we 
have issued them an invitation to be here. 

I want to establish a couple of things. No. 1, do you come before 
the committee speaking officially for the California Petroleum Mar- 
keters Council or for yourself, as an individual, or in what capacity ? 

Mr. Lunppere. I come under orders of an executive vice president 
for the southern district of the association. 

For your benefit, I give you a list of the officers on this letterhead 
that will help on that. 

Mr. Roosevetr. All right, sir. You come, therefore, officially rep- 
resenting the—— 

Mr. Lunoperc. That is right, sir; in that capacity I would be 
official, sir. 

Mr. Roosrvetr. Can you tell us a little bit about the Marketers 
Council. It is made up roughly of what kind of organizations or 
individuals? 

Mr. Lunppere. All right. 

Mr. Chairman, I have tried to condense rather a great deal that I 
had to say into a relatively few pages, quite few, and for your guidance 
I will leave one copy with you, and if I may make my utterances from 
this prepared material, it will explain my capacity with this organi- 
zation. 

Mr. Rooseverr. You go right ahead. 

Mr. Lunpsere. Therefore, Mr. Chairman and members in absentia 
of this Subcommittee on Small Business, my name is Dan Lundberg, 
and I am the executive secretary of the California Petroleum Mar- 
keters Council, which is a nonprofit corporation of distributors of 
petroleum products to service stations, commercial establishments, and 
to farm ‘ual ranch accounts. ‘The term “distributor,” is a generic des- 
ignation for the owner-distributors, franchise jobbers, consignees, 
commission agents, or wholesalers, for the seven so-called major oil 
companies, and the minor refiners and other independent suppliers. 
These distributors may own or lease or merely operate, one or more, 
or chains of retail gasoline service stations, of every type, including 
conventional and self-service stations. 

Among the purposes of our trade association is the investigation 
of any illegal practices among marketers of petroleum products. 
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Thus, in one respect, your subcommittee and my staff and I were at- 
tracted to examine current conditions here in San Diego. 

Because my survey of the present price war disclosed illegal price 
postings with the intent to injure competition, which has incidentally 
Jed to our CPMC attorneys filing complaints in superior court, San 
Diego County, against two so-called major company dealers, while 
the survey additionally disclosed an obvious citywide attempt on the 
part of several major dealers acting in illegal combination to destroy 
self-serve competition, it became my urgent duty to dissolve and to 
render ineffectual this combination. 

When a minority of dealers obtained unusual publicity by charging 
that the major oil companies had coerced their dealers into cutting 
retail prices, and thus had attracted your own interest in this local 
situation because of the seriousness of these charges of supplier coer- 
cion, my appearance before you offered two important opportunities : 
the first, to expose the nature and workings of the illegal combination 
and thus to rectify a process which is destroying a portion of free 
enterprise in San Diego; the second, to demonstrate to your subcom- 
mittee how here, and in other cities, a tiny minority of irresponsible 
and disgruntled dealers can and do make untruthful charges with 
self-seeking motives which are almost impossible to detect, but which, 
if the accusers are themselves ecetiaeieal as carefully as are the sup- 
pliers, may be easily revealed to you as being unfair, mistaken, or 
viciously contrived. 

I should like to emphasize, now, that the statements I shall make 
are not a collection of hearsay evidence, but selected items from a 
survey conducted by qualified employees of this association. Surveys 
of our type are, under California law, accepted by the courts as being 
competent evidence (see Business and Professions Code, sec. 17072). 
I shall quote, therefore, only from the survey. 

In addition, I should like to stress that where I rely upon a general- 
ity or offer a conclusion, it is because I hope to offer your committee 
an insight into those apparently small, or unrelated events, which, 
alone, seem insufficient, but which cumulatively considered, add up 
to the existence of a conspiracy. 

A long-standing source of annoyance and economic pressure pro- 
vided major dealers by their self-serve competitors was in the form 
of a large differential between the major dealers’ retail price, which 
was, for regular grade gasoline, generally above $0.30, and a few self- 
serve offers of the same grade at $0.249. This spread, as it is called, 
is viewed by the entire industry as provocative, unrealistic, and an 
invitation to major dealers to drop their so-called long margins, and 
to fight back to recover lost gallonage. 

There need be no doubt that a minority of dealers, through well- 
known spokesmen, whose positions have been published in the local 

ress, feels that there are but two avenues toward a correction of the 
bitter price war which resulted when, at last, on August 5, 1955, the 
first few stations began to close the noxious gap between self-serves 
and major dealers. The one avenue suggested was that the “major 
suppliers could halt the price war by either refusing to sell gasoline 
to jobbers who, in turn, supply self-serves, or by raising the price to 
sabbecstent’ 

Mr. Roosrvetr. Could I interrupt you there? That quotation is 
from whom? 
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Mr. LunpperG. That quotation is the statement of a spokesman for 
a minority of suppliers. ; 

Not having legal counsel here and not knowing, sir, whether I have 
immunity, although under oath that is immunity from libel, I am 
not going to name the origin of these sources. 

Mr. Arnorp. You are not waiving your privilege for libel? 

Mr. Lunpperc. Well, I will waive my privilege for libel, yes; pro- 
vided I am given immunity by your committee. I can hardly sit 
here and take a chance without legal counsel upon naming persons 
or a person. 

Mr. Arnovp. You said in the beginning of your statement that this 
would be nonhearsay, specific testimony, yet apparently it is not. 

Mr. Lunppera. I said except where there are generalities or con- 
clusions which are a body of important fact which though insufficient 
in themselves may, in their general cumulative force, point to the 
existence of this conspiracy. 

Mr. Rooseverr. Yes, but, Mr. Lundberg, you have here in this 
written document that you have presented, put a statement in quo- 
tation marks. 

Mr. Lunppere. Yes, I have. 

Mr. Roosrvevr. And certainly I think the subcommittee is entitled 
to know the source of the quotation. 

Mr. Lunpserc. The source of the quotation marks was the spokes- 
man for the RPDA, whose remarks were published in the Copley 
Press in this city. I don’t happen to have 

Mr. Roosrvetr. Could you give me the reference to the——— 

Mr. Lunppere. Pardon me? 

Mr. Roosevetr. Could you give me the reference to the time of 
publication so the subcommittee could and would be glad to look it up 
for themselves ¢ 

Mr. Lunpvere. Yes; I don’t have that clip with me. 

Do I have it there? All right; I will supply it to you at a later 
date, the exact quotation which names the spokesman. 

Mr. Roosevetr. Thank you. 

Mr. LunpperG. The second avenue to peace was suggested in the 
published enunciation of the minority’s goal. Said Owen Harrison, 
of 6098 University Avenue, to the San Diego Evening Tribune, on 
August 17, 1955: 

Our goal is to force the major oil companies to deliver gasoline to brand name 

stations at a price approaching that granted to self-serve stations. 
The objective of the minority as reflected in other published state- 
ments, and as supported by our survey among a mass of dealers 
affected, was simply to narrow the gap between the major dealer and 
self-serve price, by causing the major supplier to either raise the price 
to the self-serve, or to lower the tank wagon to the conventional 
dealer. 

The minority of dealers, however, did not merely speak of their 
objectives. In dropping their retail prices in case after case with- 
out any subsidy from any supplier, they exposed both their intention 
to implement a program of coercion against their suppliers, and their 
strategy. To be specific, there are 7 major suppliers, of whom 6 sup- 
pliers assist their dealers when com sitions ot. unusually low prices 
threatens to injure their dealers. Informatively, the seventh com- 
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pany, Union Oil Co., does not utilize what this industry recognizes 
as a subsidy system of helping its dealers, but itself nominates the 
retail price to such dealers as are contracted with Union Oil Co. as 
consignees of gasoline. The Union Dealer, therefore, is kept com- 
petitive with his prices by his company’s determination of the pre- 
vailing price, while his commission remans substantially unaffected. 
But the other 6 majors subscribe to the well-established and tradi- 
tional subsidy method of assisting a dealer with a discount from their 
prevailing tank wagon prices, so that he may remain competitive 
without losing his investment and going broke during periods of 
disruption. 

Now, the survey shows, and your other witnesses and further investi- 
gation could prove, that the minority of dealers reversed the time- 
worn and traditional method of obtaining a subsidy for themselves: 
they deliberately initiated price cuts below their actual tank-wagon 
prices, and then attempted to obtain subsidies, which in some cases 
were refused, but which, in many other instances, were granted. And 
thus they realized a principal objective in their strategy of reducing 
their self-serve competition, and of destroying its free capacity to 
establish its own price structure. They brought into play the weight 
of thousands of dollars in major company supplier money, to injure 
self-serves through an unnaturally low price featured at conventional 
stations. 

A most illuminating paradox 

Mr. Roosrverr. Mr. Lundberg, could I interrupt you there, please? 

Mr. Lunppera. Yes. 

Mr. Roosrvett. This, to me, is a very important paragraph because 
you say— 


the minority of dealers reversed the timeworn and traditional method of obtain- 
ing a subsidy for themselves——— 


Mr. Lunpperc. Yes, sir. 

Mr. Rooseverr (continuing) : 

They deliberately initiated price cuts below their actual tank-wagon prices, 
and then attempted to obtain subsidies, which in some cases were refused, but 
which, in many other instances, were granted. 

I am particularly interested in the cases that were refused. Do 
you have some substantiating evidence? 

Mr. Lunppere. Yes, sir; it follows immediately. Thank you very 
much. 

A most illuminating paradox of statements was widely published 
in San Diego at the outset of the war, when a spokesman for the 
minority of dealers charged that the major suppliers had “coerced” 
their dealers into harder competition with self-serves, while he simul- 
taneously said that— 

By cutting our price, we hope to force the majors to revise their policies toward 
selling the self-serves. 

Mr. Roosevett. Who is this gentleman? 

Mr. Lunvpers. This was a spokesman for the RPDA, who was pub- 
lished in the Union Tribune. 

Mr. Roosevettr. Will you supply the subcommittee with the time of 
that publication ? 

Mr. Lunppera. Yes, sir; I will. 

Mr. Roosrvetr. All right. 
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Mr. Lunpperc. The survey, and all major company records, would 
demonstrate that, without exception, dealers who were the first to 
drop their prices in their trading areas dropped without any subsidy, 
and then made. requests and demands upon their companies to assist 
them in maintaining what were frequently prices below the actual 
rack prices at refineries. And the parallel effect was that when the 
majority of dealers innocent of such mtentions was injured by its loss 
of volume to those who had cut below cost, their entreaties to their 
suppliers were for subsidies which in a great many cases were granted. 
Thus, the strategy of the conspiratorial minority soon involved the 
many, and the suppliers themselves were in effect alined against the 
self-serves. 

Where that strategy was not directed by a central intelligence of 
dealers, it was emulated. Whichever may be the case in the follow- 
ing study of three stations which were the center of one of the most 
noted of neighborhood fights, the involvement of the suppliers was 
exceptional, unknown to the market previously, and illustrative of 
the reverse of coercion at the hands of suppliers. 

Station No. 1 in this study of 3 is the station of John Swensson, 
a Mobil dealer, at 6104 University Avenue, who was in between the 
2 dealers subsequently to be named, who first offered the industry 
competition at $0.209. One of these two, the Richfield dealer, across 
the street from Mr. Swensson, displayed a $0.249 sign on Monday, 
August 15, 1955. <A short distance away on the other side of Mr. 
Swensson, a Texaco dealer, did the same. It happens I personally 
surveyed the Swensson ‘station. Mr. Swensson stated that he then 
telephoned his supplier to request a presentable $0.249 sign to dis- 
play, and the subsidy assistance to enable him successfully to meet 
this competitive situation on either side of him. He stated that he 
subsequently received the subsidy. The following day his opposing 
2 dealers displayed $0.209, and Mr. Swensson stated that aheriee 
his company salesmen at first granted him the subsidy to help him 
remain competitive at a retail price of $0.219, they later raised the 
subsidy level to $0.239. 

So I raised my price— 

Mr. Swensson stated to me on August 27, 1955— 


I am a member of the local association, and I don’t make any price moves 
without consulting my group, but nobody in my company can influence me, even 
if they tried. I set my own prices, and all they can set is the subsidy. 

Station No. 2 in this study of three, then, is that of Mr. Owen 
Harrison, Richfield dealer, at 6098 University Avenue, a defendant 
in a below-cost allegation by the CPMC, charged with selling regular- 
grade gasoline at $0.209 with the intention of injuring competition. 
His branch manager stated that Mr. Harrison did not receive any 
subsidy when he first dropped to $0.249 on August 15, 1955, nor when 
he dropped to $0.209 and asked for a subsidy on August 16, 1955. 

I mght imsert, parenthetically, here, that Mr. Harrison did not 
receive any subsidy to the price of $0.109 on August 16, 1955, to offer 
the public his regular-grade gasoline at less than half the price at 
any independent refinery rack.. The branch manager, Mr. Everett 
Weir, told me duting my survey that the policy of his company was 
to grant subsidies where the lecal events indicated a necessity to meet 
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competition. “Far from offering subsidies,’ Mr. Weir stated, “my 
company turned them down in such cases as Mr. Harrison’s.” 

Station No. 3 in this study is that of Mr. Tillery Lowery, a Texaco 
dealer, and a member of a prominent trade association in San Diego 
whose officers have complained of major company policies toward self- 
serves, and of a paradoxical effort on the part of those companies 
to coerce them into competing with self-serves. Mr. Martin Elhott 
is the Texas Co. official in this area whom I interviewed for the 
survey. Mr. Elliott stated that when Mr. Lowery dropped to $0.249 
on August 15, 1955, it was without any subsidy, and that subsidy at 
that figure was denied. Mr. Lowery’s cut, the next day, to $0,209, 
was also denied subsidy assistance. Mr. Elliott stated that it was 
the policy of his company, which all dealers know about, to grant 
subsidy assistance only after written requests have been examined, 
to determine their basis in competitive-fact situations. 

The pattern of events, and the impact they had upon the General 
Petroleum Corp. field personnel, of granting a subsidy where other 
unsubsidized dealers had precipitated a need for a subsidy for the 
Mobil dealer in between, presently brought all of the other majors 
into a greater or a lesser subsidy competition. 

Of the two major companies so far unmentioned, whose dealers 
were prominent among those competing at unusually low prices, the 
Shell Oil Co. personnel in San Diego have disclosed to me that in the 
case of their operation, no Shell dealer dropped, to then ask for a 
subsidy, and, too, the Shell dealers did not generally respond to the 
general price war conditions until a week after it had erupted. The 
Shell policy, it is emphasized, is to grant subsidies only where com- 
petitive conditions warrant them, and never to initiate the cut price 
with a dealer aid. 

Tide Water Associated requires its dealers to make their requests 
on what it calls an R-1 form, according to Mr. K. D. Robertson, who 
stated that in processing dealer requests for subsidy assistance, the 
home office of the company receives the factual information without 
any recommendation for or against the request included by local per- 
sonnel. Nor does the Tide Water Associated dealer performance his- 
pon | disclose any dealer initiative in first offering the public below 
tank-wagon retail prices. 

Thus, Mr. Roosevelt, and members of this subcommittee, the area of 
an investigation need not be large, but, with your subpena powers, and 
these guides to the intention, strategy, and morbid success of that 
strategy in greatly injuring self-serves, through the inadvertent 
involvement of the economic resources of the majors, you should be 
able to determine how the price cuts were initiated not by the sup- 
pliers, in coercive relationships with their dealers, but were initiated 
by dealers, with the majors either opposed to such cuts, or granting 
them only with reluctance. The knowledge and belief of my investi- 
gators is that the cry of “coercion” is hollow, and tends to direct the 
public attention away from the truth of the economic struggle between 
those who like a high-retail price structure, and those who like a low- 
retail structure. 

Worse, this ery tends to concentrate your attention upon the major 
suppliers, just when concentration should be focused upon major deal- 
ers, who are acting in San Diego in illegal combination. 
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The cry of “coercion” of small-business men by big companies has 
contained within it for all who believe the charge, the inference that 
your investigating subcommittee should be sure to acquaint our Con- 
gress with such practice, so that laws can be passed imposing control 
over such relationships between supplier and reseller. 

But, while this may satisfy those who cry “coercion,” and those 
who believe such cries, it will be unsatisfactory to the great mass of 
dealers who themselves know there is no coercion. Those who cry 
“wolf” are heard far and wide, and many may be fooled; but the ones 
who see no wolf, and hence do not raise their voices in alarm, have 
little audience. 

I sincerely trust that your subcommittee will report back to the 
House of Representatives select committee, that the distributing ele- 
ment in California would deem it a misfortune to small-business men 
everywhere, as well as to freedom of enterprise, if this aggressive, 
generally malcontent fragment of the petroleum marketing industry 
were to outshout the great majority who rely upon competition rather 
than controls to yield the best life for all. 

Parenthetically, I would like to add something: I heard testimony 
this morning which astonished me, about a dealer who ran up the 
street quickly to see if it was true that a certain Texaco dealer had 
indeed dropped his price, just to justify a subsidy. 

Now, I read you an actually signed note here from a man named 
D. K. Begstreet, 3345 University Avenue, who told me as follows, he 
said : 


“Be competitive” is the theme song of my company. I am opposed to subsidies. 
Last Saturday I dropped from 28.4 to 21.9, a dealer aid, which left me 4 cents; 
cost me 17.9 from the usual 25.1 tank wagon. 

He said the company suggested it. 

Now, however, he says “for a while there on Saturday I was almost 
making 12 cents a gallon.” In other words, they granted him the 
subsidy to lower his price, but he kept his original price still up there 
until the company checked back, doublechecked on him. 

There he sat continuing the old cartelized practice in this market 
of holding a high retail price and, therefore, from the point of view 
of most of the industry which tries to be competitive, the false price 
was maintained for a few hours. 

I would answer any questions that you would like to shoot at me. 

Mr. Roosrevetr. Thank you, Mr. Lundberg, for appearing before us. 
I think I have a number of questions, and I think counsel will have, 
too. 

Your testimony, as I gather it, deals mostly with events which are 
confined to the period from August or around July and August 1955? 

Mr. Lunppere. Yes, sir. 

Mr. Roosrevetr. And the investigation by the subcommittee to this 
date indicates that this situation in San Diego began approximately 
a year ago. 

Mr. Lunppere. Yes. 

Mr. Roosevett. In the latter part of September. 

Mr. Lunopere. Yes, sir. 

Mr. Roosrvetr. And your testimony contains no evidence in relation 
to the beginning of this situation? 

65262—55—pt. 2——4 
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Mr. Lunpsere. That is right. 

Mr. Roosrvar. It relates only to what may well have occurred 
after the price war had been going on for over a year; is‘that right? 

Mr. Lunppere. Yes, sir. That is easily explained. I understand 
exactly what you are talking about. 

Mr. Roosrvetr. I would be glad to hear the explanation. 

Mr. Lunpsere. It goes like this: The period that you described, 
that is, the period about which dealers will frequently testify, is not 
a period of the beginning of a price war. 

The market was well cartelized prior to the period that they are 
protesting about. But for many, many months the entire 
industry 

Mr. Roosrvett. When you say “well cartelized”. 

Mr. Lunopperc. Retail price was fixed at an artificially high price 
which left too high a gap between the majors at a high price oa the 
self-serves between an extremely low and provocatively low price. 

Mr. Roosevetr. Can I ask you this question at that point ? 

Mr. Lunppere. Yes. 

Mr. Roosrvett. What was the dealer margin of profit and, because 
I have you, I think, as an expert, what was the average dealer margin 
of profit between the tank price of the majors and the price offered to 
the public by the retail-gasoline station ? 

Mr. Lunpsere. This would involve the examination of their own 
survey. I believe they established it at 6 cents. 

Mr. Roosevetr. Would you consider that 6 cents was high ? 

Mr. Lunpeere. I would consider that 6 cents is not high for the 
retail price of a gallon of gas where the costs had to be recovered 
from the price of the gasoline alone. 

But it has been the policy, and it is, in fact, a phenomenon of the 
market, that most of the conventional dealers tend to make their living 
from the back end. 

Mr. Roosrverr. In other words, they have to go into another busi- 
ness to make a profit. 

Mr. Lunppera. Well, isn’t that so? 

Mr. Rooseverr. The subcommittee will be in order, please. 

Let me ask you one other thing. Then you will, perhaps, agree 
that they were not making at that period, the dealer 

Mr. Lunppere. That is right. 

Mr. Roosrverr (continuing). Was not making an exorbitant price, 
the high price that existed between the so-called self-server and the 
major price. 

Let me ask you another question. 

Mr. Lunpeere. Well, yes—— 

Mr. Roosrevetr. Wait a minute. 

Mr. Lunppera. All right. 

Mr. Rooseveit. Do you, from your position as an expert, then feel 
that it is fair to blame the dealer rather than the company which 
controlled the tank price? 

Mr. Lunppere. All right. 

Well, I will have to back up somewhat. because the laughter is 
significant here. The point : 

Mr. Rooseverr. I pay no attention to the laughter, and I hope 
you won't. 
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Mr. Lunpsere. I paid attention. 
Mr. Roosevert. The laughter will not appear in the record, believe 


Mr. Lunpserc. Well, for the moment it reflected a general dealer 
belief, and it supports their belief that only oa cartelizing and obtain- 
ing an unrealistically high price can they make a living. 

{r. Roosevetr. You did not answer my question. 

Mr. Lunppere. I will. 

Mr. Roosrveitt. My question is, Who sets the tank price, the dealer 
or the company ¢ 

Mr. Lunpserc. The company sets the tank-wagon price. 

Mr. Roosevett. All right. 

If the dealer, therefore, adds 6 cents to it, you have agreed that he 
does not add an exorbitant amount in order to make a living. 

Therefore, if there is this tremendous price, is it not the company’s 
responsibility to lower the tank price in order—— 

Mr. Lunppera. No, I don’t see that. 

Mr. Roosevetr. In order that that tremendous spread cannot exist 
and the dealer can add his 6 cents onto a lower tank price? 

Mr. Lunpperea. No, I don’t see that that follows, sir, for the follow- 
ing reason: 

You have had testimony in here from men who sell as little as 9,000 
gallons of gasoline. 

The gasoline station which sells 9,000 gallons of gasoline, if it sold 
nothing but gasoline, would probably have to obtain 40.2 cents a 
gallon from the consumer. 

It is now a phenomenon of this market that the small gallonage sta- 
tion must, of necessity, make money from the back end. They cannot 
pull from the public the price necessary to make a living out of gasoline 
alone, and at this point [ could laugh except that it would be so cruel. 

Now, the reality of the situation is that the dealers must obtain an 
artificially high price in order to make a living from the sale of gaso- 
line, they must virtually fix prices themselves in order to do it. 

Mr. Arnon. Didn’t you just testify that they made it from the 
back end, that they did not make it from the sale of gasoline at all? 

Mr. Lounppere. So they tried to make the back end; that is right. 

Mr. Arnot». How can you then say that the price of gasoline which 
they cannot make money on is exorbitant? It is a non sequitur. 

Mr. Lunppera. It is exorbitant from the standpoint of the consumer 
because free competition, sir, would mean gasoline would not be sold 
at approximately 31 or 32 cents, but would be likely to drop down to 
the price that salesmen recommend it, in brief, about 27.9. 

Mr. Roosrvett. Mr. Lundberg, is it not absolutely possible right 
now at any moment, and has it not always been possible for the com- 
panies to reduce their tank price right to any level that they wanted 
to reduce it so as to bring about exactly what you are talking about? 
And then if the dealers raised up their differential more than the 
6 cents, I think you would have every possible justification to blame 
the dealer. But it has always been within the power of the supplier 
to lower that tank price any time he wanted to lower it in order to get 
it down to the same price that the self-server was buying it at. 

Mr. Lunpperc. Well, I believe that the industry probably tries to 
recover from each barrel of crude produced, and then refined and mar- 
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keted a price which is consistent in all levels of a marketing area, that 
is, a price which is realistic to cities, to municipalities, to farm and 
ranch accounts, and consistent with what the public is willing to pay. 

Mr. Roosevetr. That is not what I asked you. 

Mr. Lunppere. I know what you are asking, but you are asking me 
a question which is involved in an economic vacuum, sir, for the fol- 
lowing reason: 

You can hardly suggest that it would be logical for a major oil com- 
pany to select a kind of dealer who may, in effect, be a less efficient 
form of marketing outlet, and to give special breaks to him. There is 
nothing in our economic system 

Mr. Roosrvetr. I never suggested that any break be given to the 
dealer. 

I asked you was it not possible, if you say that the price of gaso- 
line is exorbitantly high in one area, which is to the brand-named sta- 
tions, as against the nonbrand station or the self-server, is it not within 
the power of the supplier to bring that price down by cutting his tank 
price right off the bat to his dealer? 

Mr. Lunpsere. Well, he has, in effect, done that. 

Mr. Rooseverr. How? When? 

Mr. Lunpperc. But he has done that under circumstances. 

This is a quarrel, as I can see it, not a quarrel but a difference of 
opinion as to the device used. 

The device used by the major is a subsidy device to give relief to 
dealers who are obliged to drop their price or else be injured. 

Mr. Roosevetr. Then you mean to tell me it is the supplier through 
the subsidy that reduces his price. A minute ago you told me it was 
the dealer who did it. 

Mr. Lunpperc. Well, you are a clever logician. 

Mr. Roosevetr. I am not a bit a clever logician. 

Mr. Lunppere. You are. 

Mr. Roosevetr. I am trying to get you to stick to what you said. 

Mr. Lunppere. I will stick to what I said, but I cannot be cross- 
examined on it and be as articulate as I can unless I am permitted to 
sketch it out on a continuity. 

It is like this: The tank-wagon price is a rationale of marketing 
which is just and fair and competitive in the entire State. 

Mr. Roosevetr. Could I interrupt you there? 

Mr. Lunppserc. Now, whatever that tank-wagon price is it is estab- 
lished under this economic rationale, which I am not—— 

Mr. Roosevert. What is an economic rationale? I am—that is a 
long word for me, I am sorry. 

Mr. Lunpsere. Well, you flatter me. ° 

An economic rationale is what you might term a set of conditions 
brought about by utmost logic. [Laughter. ] 

I am going to have to address myself not only to you but to this 
audience. 

Mr. Rooseveir. No, you address the committee. 

Mr. Lunppere. All right, sir. 

I should like to submit that.-we live under a system of economics in 
which supply and demand play a major role in price, and that price is 
determined by the dynamics of market pressures which, when per- 
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mitted to interplay under this system of freedom of enterprise, decide 
price levels, both wholesale and retail. 

Therefore, if the industry has submitted to the community in gen- 
eral, to the community of business, a tank-wagon price, it is my belief 
that that tank-wagon price discloses and ectablidhibn the most logical 
possible place to peg that price so that adjustments for customer classi- 
fications can be made; me it is true that the dealers buy under a tank- 
wagon price structure. 

It is also true that if they were forced to sell at tank wagon plus a 
gross margin of profit, that they would soon be priced out of existence. 

In spite of this they will frequently price themselves out of exist- 
ence. So that the major company turns around and says: “These in- 
vestments are very insecure. These people trying to sell our services 
and products are now insecure,” and so they say sumply where the con- 
ditions in some restricted or general areas may be such as not to sup- 
port that tank-wagon price plus a gross margin of profit for that 
dealer, such areas will, no doubt, have to have some assistance or a dis- 
count from the tank-wagon price. 

Thus the major companies have in this case, in such cases, given a 
lower actual wholesale price. 

So there are two words for “wholesale” that you can say : One would 
be the tank-wagon price, and another would be the actual wholesale 
ae to the dealer, and in the one case it is a tank-wagon price fixed 

or the general community in California, that is the business com- 
munity, and in the other case it is a special price which is granted in 
cases of unusual competition. 

Now, the competition that began roughly a year ago was actually 
a competition probably brought about by the salesmen of the major 
oil companies—I am here not as an apologist for the major oil com- 
panies but to bring some light to the entire situation and to defend all 
the industry, if possible, from attack. 

Mr. Roosevevr. From that, Mr. Lundberg, what you have just said 
for the record, you have just said the beginning of this war about a 
year ago was probably started by the major oil companies. 

Mr. Lunpperc. No, sir; I did not. I did not call it a war. 

Mr. Roosrveur. Excuse me; pricecutting. 

Mr. Lunppere. I will accept what you said and qualify it as not 
being a war, but being a series of cuts. 

I would say that the evidence is abundant from what the dealers 
said here, not the construction they put on it, but the evidence is 
abundant, that salesmen went around and attempted to get the dealers 
to reduce the artificially high price which was probably pegged at 
around 30 or 31 cents a gallon for regular gasoline, but the dealers 
interpret this as the beginning of the war. 

Mr. ArnoLtp. Would you agree that what you should have done was 
to lower the wholesale price? 

Mr. Lunppere. The actual wholesale price, that is what they at- 
tempted to do. They said, “ I think you are priced out of the market. 
If you will come down to 27.9 we will give you a different wholesale 
price.” 

Mr. Roosrvett. Through a subsidy? 

Mr. Lunppere. Yes, sir. 
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Mr. Arnotp. Are you also aware of the fact that since that period 
the price, the wholesale tank-wagon price, has gone up, I believe, 0.06 
cents in the case of regular, and I chink about 1 cent in the case of 
ethyl? 

Mr. Lunpperc. That is a remark, of course, germane to the entire 
economy. I am not prepared to testify on the entire economy. 

Mr. Arnoxp. This is San Diego. 

Mr. Lunpserc. Yes. I am speaking of San Diego.’ I think that 
was a tank price. 

Mr. Roosreverr. I think we have given you ample opportunity to 
speak your piece. 

Mr. Lunppere. Yes, sir. 

Mr. Roosrvetr. Now we will ask you some questions. 

Mr. Lunppere. Yes, sir. 

Mr. Roosrvetr. Are you aware that delivery by the suppliers to 
the consumers of the off-brand is at a different price than the tank 
price that is available to the dealer? 

Mr. Lunpperc. May I answer that in my own way, as other wit- 
nesses have answered ¢ 

Mr. Roosrvetr. Well, of course. 

Mr. Lunpsere. Thank you very much. 

First of all, to background you on this, I would like to say that 
that testimony which would tend to support a view that all gasolines 
of comparable grade are the same in this area is unreliable testi- 
mony in view of the limited facilities for testing the gas which are 
available to the State, and I would say even to some private enter- 
prise whose findings are available to the State. 

I would say that they can check octane rating, gum and distilla- 
tion and something like that, but they have a little one-cylinder test- 
ing engine, but they cannot tell about the ingredients of gasoline in 
terms of additives. 

They do not perform road tests, they know nothing about mileage 
and performance and, therefore, I would say it is a dangerous as- 
sumption that all gasolines are equal in this market. They are by no 
means equal, and there are very great differences. 

Mr. Roosrverr. Mr. Lundberg, has your organization, in view of 
what you have just said, submitted any rebuttal testimony to Judge 
Sherry or to the testimony of the two previous witnesses ? 

Mr. Lunveere. We are not a party to that investigation. However, 
in view of the fact 

Mr. Roosevett. It was well publicized, was it not? 

Mr. Lunpperc. It was publicized and, therefore, our association 
conducted a study which does rebut this simple conclusion. It is a 
long study. It was an expensive study, and that study was submitted 
to the publishers and editors of all California, including the local 
press. They have a copy of this. 

Mr. Roosrvert. Would you be good enough to supply and submit 
that also? 

Mr. Lunppere. I shall also do that; thank you very much. I deem 
that a kind act toward me, but I would like to answer your question 
now. 

(Report follows :) 
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(Los Angeles) 


ABOUT THE DIFFERENCES IN CHARACTERISTICS OF GASOLINES OF COMPARABLE 
GRADES 


(A simplified report by a symposium of California Petroleum Marketers Council 
members for the press) 


INTRODUCTION 


The petroleum industry is comparatively new, and its technical changes have 
been more rapid, penetrating, and complex than have been changes in the lay- 
man’s mind about petroleum products. 

Gasoline of regular, premium, or of other designated grades has gone through 
as relatively revolutionary changes as has the automobile. But, whereas every- 
one has noted the subtle differences which have characterized the development 
of smoother, more economic, and more powerful passenger-car transportation, 
the equally subtle differences which have characterized the progress of the fuels 
which drive our cars have been taken for granted. 

Most consumers know that regular (sometimes advertised as tetraethyl, be- 
cause this ordinary house-brand grade also contains amounts of tetraethyl lead 
necessary to give gasoline antiknock properties) gasoline is good enough for 
jalopies and for certain classes of motors, while premium grades, with higher 
octane numbers, are desirable for newer cars with higher compression ratios. 

The popular “test,” of course, is a combination of foot-and-ear-and-what-the- 
temperature-gage-says. That is, when in doubt, the consumer jazzes his accel- 
erator, listens to the motor’s response, wonders whether his motor is running 
“hot,” and, if he notices anything at all untoward, it’s “lousy gas.” 

The popular “test” does not take the carburetor setting into account. It does 
not take into account whether the spark is properly adjusted, or whether the 
day is hot, the elevation great, or whether there has been a recent change in 
humidity. All of these factors, not to mention plugged up radiator sections, 
loose fan belts, rusted thermostat, can cause knock. But the consumer has ac- 
customed himself to shop for excellence in gasoline and perfection in perform- 
ance. And, when knock develops, he suspects the gasoline first; his car second. 

If his car were in excellent condition at all times, and he were to drive it 
more efficiently than is possible in our jammed cities, he would, in fact, be able 
to “test” differences in gasolines of comparable grade, but, since his car under- 
goes almost constant change in performance characteristics, even as climatic 
changes compound ever new quirks in his engine, the consumer buys on a set of 
conditions far sounder than his notions of what constitutes a “test.” 


LABORATORY TESTS 


State standards for gasoline guarantee one that gasoline will be free from 
water and suspended matter, and conform to standards of distillation which 
assure One that he will not obtain kerosene when it is motor fuel he is after. 

But the properties and characteristics of gasoline which enter into competition 
for custom go far beyond the fundamental requirements laid down in law. 

In fact, gasolines of comparable grade are so different from one another 
in their special blends of performance factors, that not even commercial labora- 
tories offer more than a cursory discussion of vital differences in different 
gasolines. 

Years ago. when roughly 3 cubic centimeters of lead were added to “white” 
gasoline, a virtually new fvel was born. Yesteryear’s white gasoline, in fact, 
would not run today’s automobiles at all. Today’s aircraft perform on fuels 
manufactured by complex cracking units, platformers, rigorous controls which 
have been “improved” quite in pace with the aircraft themselves. 

For the purposes of “shopping” different gasolines of comparable grade, one 
may rely upon manufacturers’ reputations and/or claims. In addition, one may 
rely upon commercial laboratories which provide their subscribers with results 
of tests of available gasolines. There are some four such companies, which we 
shall refer to here as the “ABC testing laboratory,” which corresponds sufficiently 
to existing companies to be a reasonable composite. 

ABC performs simple chemical and physical tests, ABC does not conduct a 
complete evaluation test, nor extensive performance tests, because of the exces- 
sive costs of such work. The ABC cannot publish manufacturers’ specifications, 
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since these are known only to the actual manufacturers. All gasolines today 
contain at least one additive, and ABC is not performing a dozen autopsies. 

ABC analyzes different gasolines, classifying them with reference to differing 
gravities, distillation numbers, gum and sulfur content, and research and motor 
octane numbers, together with 2 to 3 other property classifications. 

But ABC does not pretend to suggest that its readings demonstrate such values 
in gasoline as their relative superiorities in mileage, or in promoting engine 
life—which are two of the most important qualities that a consumer demands. 

And ABC's tests are open to considerable interpretation, even by experts, for 
a gasoline whose octane may be exceptionally high may have gum and sulfur 
content, borderline distillation values, and thus be lesser in quantity than a 
gasoline with a lower octane performance. Antiknock values, as illustrated by 
their CFR test machines, which are one-cylinder affairs, cannot and do not 
pretend to correspond with road tests. 


IS GASOLINE JUST GASOLINE? 


The statement, often heard, that “gasoline is gasoline,” is as ridiculous a test 
for the shopper as “nylon is nylon,” or “paint is paint.” 

The shopper who, because his nose cannot count hydrocarbons, cannot smell 
any difference in gasoline, is always prey to both claims of quality and disclaimers 
that there is a difference in quality. 

A recent trial in San Diego produced during the litigation an issue concerning 
quality. 

The superior court judge ordered a report from a State bureau of weights 
official as well as from the county sealer of weights and measures. The officials 
borrowed from a commercial testing laboratory such as our fictitious ABC, a 
monthly report presenting the character and specifications of fuels sold in 
southern California. The tests in the report, and the distillation test performed 
for the court, demonstrated that a well-known independent station in the area 
of the litigation had a gasoline substantially as good in quality as other gasolines 
advertised as exceptional. 

But the company which made the test has since stated to this association that: 
“The distillation test performed for the court revealed to the court virtually 
nothing about accelerative, mileage, or engine-life characteristics.” In fact, 
except for gravity and octane number, which bear no relation to quality as such, 
the basis of comparison was insufficient for drawing sound conclusions. With 
regard to distillation, it is significant when each of the fractions are analyzed 
and identified; for example, the 80-100 degree fraction in straight-run gasoline 
tmmay be the lowest antiknock fraction, whereas in catalytically processed gasoline 
it may be of high value. 

Members of this association value the contribution toward ethical marketing 
methods secured through the cooperation with industry and through their alert 
enforcement practices of such officials as the two men referred to, but their 
guideposts as to performance characteristics of gasoline are almost solely confined 
to the most superficial of present-day demands of motorists. They, and their 
laboratory technicians, look for the subnormal product, the below-par gasoline, 
the exaggerated premium, the fraud. They are otherwise extremely limited in 
facilities and in field-test equipment when it comes to measuring the qualities 
on the other, excellent, side of the picture. Their laboratory equipment cannot 
take into account, for example, the huge differences in chemical additives, which, 
in recent years, have revolutionized gasoline all over again, since the days of 
the first tetraethyl experimentation. 

Thus, not only is gasoline not just gasoline, it has so far surpassed minimum 
State requirements that existing official tests cannot begin to reveal the progress 
in excellence which has taken place. 

But gasolines of comparable grade do most certainly differ in their degrees 
of excellence, and the compass of possible differences is as yast as are the differ- 
ences in water, or in other products or commodities. 


THE DIFFERENCE, AND HOW TO DETECT IT 


Let us compare gasolines with water. 

Water, apparently, is water. ABC, if it were testing the relative properties 
of water from different sources, would most certainly look for the calcium 
content, for example. Because calcium in commercial boilers, would do to that 
device roughly what gum does to your motor. 
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And ABC would no doubt check for chlorine, as the State requires a minimal 
chlorine content for the public health. It might even search for fluorine. And, 
undoubtedly, ABC could give the farmer quite a treatise on the differences in 
water from wells; the Colorado River; and Owens, for the farmer’s preocecu- 
pation as to which source he might prefer. 

But ABC wouldn’t even attempt to give us a comparison of well drinking 
water with spring drinking water. Nor could it attempt to describe the subtle 
differences in water which are so apparent to Mexicans, for instance, that it 
is their custom to keep water in clay decanters made from their regional home- 
lands, because even the container imparts a special characteristic to this liquid. 

Similarly, simple commercial laboratories, or State sleuths searching for 
an illegal practice, cannot tell when a gasoline has been kept so long in storage 
that its volatility, for example, has decreased to a marked degree; that it 
may have been “punched up” for a sale. Ordinary buyers of gasoline cannot 
tell when an element of control has broken down and “a poor run” has been 
thrown on the market. Not all refineries are equally modern. Differing refinery 
techniques and vastly differing plants, with differing historical developments, 
differing methods of “blending” the various factors with differing processes 
and additives, make for just as many differences in gasolines as there are, 
say, in popular beverages. How, then, to detect that difference? 

Your engine, in good operating condition, is your mechanical “connoisseur.” 

The claims of manufacturers, in competition for approval, as they are sup- 
ported by evidence of excellence of other products and services are another 
reliable guide. And the magic arbiter of “price” is the third great index. 
For the interchange of our economic forces with the factor of free choice at the 
market place, of those who must have the best and are willing to pay for it, 
provide us with the guaranty and proof of “experience.” 

But of these, the most important to defend is the area of the “claim.” For 
ours is a system of economics and enterprise wherein claims are identified with 
brands, and where brands identify techniques, materials, skills, and integrity 
in competition with other brands fighting to progress in the same field of honor. 
Our country offers a spectacle of comfort and luxury precisely because manu- 
facturers put their best into individualistic brands, which the public dis- 
tinguishes, and disregards or glorifies. 

Of all products, gasoline is difficult in the extreme for the consumer to 
evaluate. That is why every sincere element in the petroleum industry, like 
every believer in the free-enterprise system, and every believer in the brand- 
system of selling, must promote the public confidence in the general unending 
movement of brand sellers to improve their products, and thus, in differing 
competitive positions in this race toward ultimate, universal perfection. 


Mr. Lunpserc. The answer to your question about the two different 
prices is occasioned by the fact that the self-serve market is generally 
served by either independent refiners—and I should point out that 
independent refiners have no means of supplying subsidies to self- 
serve gas stations in artificially contrived wars, but self-serves are also 
able to buy on the open market. 

Now, the tank-wagon price does not establish in the use of the term 
there, this rationale of price, it does not establish a eed price; 
the dynamics of our system, therefore, are constantly changing the 
relation of supply and demand, and changing price and other con- 
siderations. 

So that while the tank-wagon price may not fluctuate from this da 
to that day constantly invalidating contracts which may be out all 
over, there is a fluctuation in our market, and that fluctuation is occa- 
sioned by the amount of gasoline that is available on the free market 
and the open market supply of gasoline sometimes means that there 
is a great deal of major gas available on the open market. 

It sometimes means that there is hardly any, and brokers and others 
who buy gasoline have access to this free open market, and when they 
get that access they buy at a price which is determined at the rack, 
and they usually then rebrand that gasoline. 
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Som Roosrveir. All right, Mr. Lundberg, but let me stop you right 
there. 

Mr. Lunppere. Yes, sir. 

Mr. Roosevett. If at this time when there is this surplus and this 
gasoline is available to the self-server or the nonbrand dealer, why on 
that day shouldn’t the public be enabled to get the same price cut in 
all of the other dealer stations at the same time, if that is the price 
that they are able to sell it at that day? 

Mr. Lunpserc. That is a question which would have to be answered 
this way: That since the price out of independent or self-serve or 
multiple pump no-brand stations usually does invariably reflect the 
looseness or the tightness of gasoline supplied on the open market 
therefore available to the consumer, the retail major company dealer, 
if he responded to that and did not attempt to hold an artificial price, 
would put the majors into sharp competition with themselves right in 
the field, and it is, in effect, that that is exactly what happened about 
a year ago today until August 5, that the independent, that is, that the 
major company salesmen, were out in the field suggesting that the 
boys had outpriced themselves, and they said in some cases, “You 
should drop to this figure at which we would subsidize you,” and at 
other places they said, “You could drop to that figure and we could 
subsidize you.” 

The fact that it was called a price war then is a misnomer, and when 
the price war did come about on August 5, and the major ay se 
dealer did become truly competitive,-he became competitive with suc 
vehemence that it resulted in an actual price war. 

Mr. Roosrverr. Now, Mr. Lundberg 

Mr. Lunppera. Yes, sir. 

Mr. Rooseveir (continuing). You are a very fast talker and you 
are very good, but you did not answer my question. 

Are you trying to tell me that the dealer, if he could buy gas cheaper 
and know that -he could add his 6 cents, his margin of profit onto it, 
would not be glad at any time to adjust his price—are you trying to 
tell me that what makes him stay up, knows he has to stay up, is be- 
cause of the tank price which is never lowered basically, and which 
stays the same or even goes up a few tenths of a cent over this period 
of time, and he knows that if he does not do it, if he cannot get this 
kind of cooperation, he is going to be forced out of business ; therefore, 
isn’t the simple solution to all of this problem to make a very clear-cut 
example and say that you cannot have unfair competition, you can- 
not sell to one group of people at one price and turn around and sell 
to another group of people at another price, and expect not to have a 
differential which is going to be unfair to the public? 

Mr. Lunpperc. Well, I have been described as a fast talker. I have 
listened to the aspects of your question, and I would say that they 
would imply that a better system of marketing would require that the 
major companies cease their practice and abandon hereafter the use 
of customer classification to reward efficiency, to reward progress, and 
to save inefficient operations all at the cost of uniformity. 

The industry has never been able to seek out uniformity without 
going toward cartelization, and if your are implying that there is a 
remedy here, I would say that that kind of remedy would tend to put a 
control over industry because it would knock out what you have called 
the back door. It would. 
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If you protected dealers, if you protected small dealers, with a 
wholesale price to them equal to the wholesale price that the volume 
seller could sell at, who didn’t have to live on 9,000 gallons a month, 
but chose to market, say, a hundred thousand gallons at a lower price 
to the consumer, I would say you are right. 

Mr. Roosevett. But, Mr. Lundberg, I did not say that. 1 sug- 
gested—I made no suggestion that there be not some reward, but you 
characterized it as an unrealistic width between this price and that 
price, and the unrealism is not set by the dealer over here; the un- 
realistic price is set by the supplier. 

The supplier gives the off-brand gasoline at, let us say, 24 cents, and 
he puts the other one up at an unrealistic price much higher. 

Mr. Lunpserc. But the supplier does not do that, sir; the supplier 
does not do that. 

Mr. Roosevert. How doesn’t he? Doesn’t he set the tank price? 

Mr. Lunpsera. The supplier establishes the tank-wagon price; yes, 
sir. 
Mr. Roosrvetrt. Right. 

Mr. Lunppera. And in the case of the majority of the majors, most 
of the time then pricing practices follow this established price. 

Mr, Roosrvert. Right. 

Mr. Lunpperc. But there are times when, perhaps, the consumer 
does not use or the State or the Armed Forces do not use, the amount 
of gasoline which has been imagined would be consumed; that is 
when surpluses reach the. market, and when those surpluses are avail- 
able— 

Mr. Roosrvett. That is not rewarding anybody, is it? 


Mr. Lunoppere. No; that is right. 
Mr. Roosrvett. That is just oe is it not? 
“ 


Mr. Lunppere. When you say “dumped,” now you imply that the 
major companies manufacture gasoline to be dumped. I don’t be- 
lieve-—— 

Mr. Roosrevett. No. I am using your terms. You said more, too 
mee was available and, therefore, this excess had to be gotten rid of; 
right ¢ 

fr. Lunppere. Isn’t that true of our system? 

Mr. Roosevetr. I agree with you. 

Mr. Lunpserc. When we manufacture more than the market con- 
sumes 

Mr. Roosrvetr. Yes. 

Mr. Lounppere (continuing). We then have to lower the price to 
get rid of it. 

Mr. Roosevett. All right. 

Why is it only lowered then to some people and not to all the people? 

Mr. Lunppere. Let me say this: I don’t know that it isn’t lowered 
to the basic consumer. The consumer can get this frequently dis- 
tressed gasoline at a lower price. But I would say that—— 

Mr. Roosevetr. Is it lowered at the tank price for the dealer? 

Mr. Lunppera. In other words, is the tank-wagon price fluctuating 
with the price of gasoline? 

Mr. Roosrvetr. Do you know any time in the last 3 years that there 
has been a lower tank price set ? 

Mr. Lunpperc. I have not answered the other question. 
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Mr. Roosrevetr. Answer that first. 

Mr. Lunpserc. I know the tank-wagon price does not fluctuate from 
day to day with the availability of gasoline nor from week to week be- 
cause long-term contracts require a central point from which negotia- 
tions can spring. 

Mr. Roosevetr. Mr. Lundberg, my question was: Has it ever been 
lowered in the last 2 or 3 years ! 

Mr. Lunppere. I don’t think so. I think that the index of our 
economy shows that the costs of labor, taxes, and all sorts of other 
things are going up, the cost of operations has been gradually in- 
creasing. 

Mr. Roosevetr. So the tank price has never been lowered, but there 
have been times when there was an excess or a surplus which, accord- 
ing to you, should be reflected to the advantage of the public. 

Mr. Lunpsere. It generally is through volume stations; that is so. 

Mr. Roosrveur. So, therefore, that excess price or this supply and 
demand is made available to the public only through the so-called 

Mr. Lunppere. I don’t think so. 

Mr. Roosrvetr (continuing). Self-servers. 

Mr. Lunppere. No, sir; I. don’t think so. I think when the com- 
petitive interplay of retail outlets is freed from the restrictions of 
dealers themselves, that the prices 

Mr. Roosryeit. What are the restrictions of the dealers themselves ? 

Mr. Lunppere (continuing). That the price will be lowered in the 
shape of a changed actual wholesale price to the dealer in the form, 
therefore, sir, of a subsidy. 

Mr. Roosrvert. No. If we eliminated subsidies and we made it a 
tank price we would be getting at the same thing; would we not? 

Mr. Lunpsere. What did you say, sir? 

Mr. Roosrvext. If we elimianted subsidies, we just. said, “You can- 
not draw a circle around any place and say, ‘I will give subsidies here 
but I couldn’t give it here, ” which you know happens all the time. 

If you just said, *We can’t grant subsidies,” what would they have 
to do? 

Mr. Lunpperc. What would they have todo? They would have to 
envisage a society where the price of gas was the same in some remote 
village called Jonesville 200 miles away from any metropolis, and sell 
at, Jonesville at the same price and with no customer classification of, 
say, Los Angeles. 

Mr. Roosrveur. Why ? 

Mr. Lunpserc. I would say in that case you would have a cartel 
economy. 

Mr. Roosrvetr. Why couldn’t that be? Why couldn’t they make 
one tank price in Jonesville and another in Los Angeles? 

Mr. Lunpperc. You are very adroit. I am not as much of an econo- 
mist and philosopher as I imagine I have represented myself to be 
indirectly, but I believe an economy in which all prices are fixed 
through legislation 

Mr. Roosrvetr. I have not said they should be fixed. I made no such 
suggestion. 


Mr. Lunpperc. Well, when you suggest that the tank-wagon price 
should be the same in all areas—— 

Mr. Roosrvevr. That it should be adjustable to price and demand. 

Mr. LuNpsere (continuing). And no other device should restrict 
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changes in the market, I would say that you are asking for a cartelized 
economy. : 

Mr:*Roosrevett. Well, obviously, we disagree, because I think that 
the nub of what I am trying to get at here is that you have accused 
the dealer 

Mr. Lunppere. That is right. 

Mr. Roosevetr (continuing). Of artificially holding the price high 
when actually what the dealer has done is to add 6 cents to the price 
set not by him but by the supplier. 

Therefore, the price is set by the supplier, and there is only one 
place that the public or this committee or anybody else can look to 
to see what the price at that dealer’s pump is going to be. 

Now, they have chosen at times to go to the dealer, as the testimony 
was brought out this morning, and I will be very glad to have you 
refute it, when this thing started at the end of September or October 
of 1954, they chose to go to the dealer and tell the dtaler that they 
wanted him to lower his price, and that they would grant him a 
temporary subsidy, but they did not change the basic price upon which 
his differential was based ; is that correct ? 

Mr. Lunpsere. I don’t think that the companies went to the deal- 
ers. I believe that the salesmen and the branch managers and the 
zone managers are themselves in competition with one another to chalk 
up the best possible records in net profit for their stockholders. 

Mr. Roosevetr. Well, now, Mr. Lundberg, have you ever seen any 
supplier’s wholesale differ, in the overall picture, from another’s? 
Is it not true that all prices end up about exactly the same? 

Mr. Lunpperc. No; I wouldn’t say that. 

Mr. Roosevett. You wouldn't? 

Mr. Lunppere. No, sir. 

Mr. Roosreverr. I will take you on a tour around sometime, and I 
think we will find they are all relatively the same. 

Mr. Lunpperc. I think you will find, in this case I think you will 
find, a great deal of uniformity. 

Mr. Roosreveit. Thank you; I agree with you. 

Now, the other thing that I want to bring out in the testimony, be- 
cause I think it is of importance, have you any instance that you can 
cite to this committee in October of 1955 where any dealer—I mean of 
1954, of any dealer—in the San Diego area who deliberately cut his 
price and then went and asked the company for a subsidy ? 

Mr. Lunpsere. No; I don’t have any information on that point for 
that month; no. 

Mr. Roosrvetr. Well, let me say in September, October, November, 
or December. 

Mr. Lunppsere. Of 1954? 

Mr. Roosrvert. Of 1954. 

Mr. Lunpsere. No. Our survey didn’t begin then. 

Mr. Rooseveit. In other words, although you are supposed to be 
wholly objective, you know, you must have known, that this situation 
started in the latter part of, let us say, 1954, and yet you completely 
ignored all factors that went into that end of the picture, and only 
jumped into it as the picture turned out after the war had gone on 
almost. after a year, and then tried to go into the picture, and left all 
the previous part of the picture completely out; is that correct? 
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Mr. Lunpsere. Your question is a conclusion, sir. 

Mr. Roosrverr. I am asking you is it a correct conclusion? 

Mr. Lunpperc. Well, no. In the first place, I said before that I 
don’t consider that there was a war. I think that what there was was 
a difference of opinion between organized retailers, and I want to point 
out that is a very small minority of retailers who organized resistance 
against the interplay of competition on the retail price. 

Mr. Roosrvetr. All right, now, you have made a statement. 

Mr. Lunpperec. So it was not a war. 

Mr. Roosrve.tt. You have made a statement. 

What dealers’ organized resistance? Give me the name of one 
dealer in San Diego that organized resistance, that it came from his 
initiative in any of that period in 1954. 

Mr. Lunppzerc. Well, at the outset of my testimony, sir, I pointed 
out—and allow me to digress a minute, I could say 

Mr. Roosevetr. Will you digress afterwards. Answer my ques- 
tion, first. Have you the name of any such dealer? 

Mr. Lunpsera. I imagine this, that the entire board of directors of 
the existing trade association, together with their executive secretary, 
would be in a better position to furnish you such a list, if you are inter- 
ested in investigating the charge I have made, than I would have 
because they have firsthand knowledge of the minutes and the business 
of their meetings, and I do not have firsthand knowledge of those 
meetings. 

Mr. Roosevetr. Well, Mr. Lundberg, I will under oath, I will put 
to the officers of that association that same question in order that there 
can be no question about the answer. 

But I must deduce from your testimony that you have no evidence 
to confirm your statement to this committee that this coercive practice 
or this conspiracy started with any dealers in San Diego in the year 
1954. 

Mr. Lunppera. In the year 1955 it did. 

Mr. Roosrvetr. I did not ask you about 1955. I asked you about 
1954. 

Mr. Lunsere. In 1954, to my knowledge, there were no dealer prices 
which went below cost and, therefore, fell into an illegal retail pricing 
practice. 

It was only after dealers in this market went to what was determined 
by survey to be an actual below cost without the subsidy, which would 
have enabled them to sell at cost, that we were then able to take steps. 
and it was from that point, it was from August of this year, that we 
were able to draw successful conclusions which would throw light on 
the question you are asking me. 

In 1954 this sitauation didn’t obtain. 

Mr. Arnotp. What was the date—— 

Mr. Roosevett. What was the date of the Shaw injunction? 

Mr. Lunpsere. The Shaw injunction, I don’t have that date; that 
was not our litigation, I want to point out. 

Mr. Roosevett. No, but it is very pertinent. 

Mr. Lunpperc. I would say it'is most pertinent. 

Mr. Roosrveitt. What was the date of that? 

Mr. Lunppere. I don’t remember. 

Mr. Arnotp. Was it in 1954? 
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Mr. Lunppere. I don’t remember the date of the injunction. 

Mr. Arnotp. Was it November 7, 1954? 

Mr. Lunppere. I don’t know whether it was April 16, 1954. 

Mr. Arnoip. You do not know, as a matter of Fret ¢ 

Mr. Lunopsere. I don’t know when it was; no, I don't. 

Mr. Arnotp. You made a statement a moment ago there was no 
below-cost selling before 1954. I would suggest that you search the 
records of the court and find out when the injunction was granted. 

It is my information it was granted November 7, 1954, and it was 
based on a finding by the court of below-cost sales. 

Mr. Roosrveir. Now, the reason why that is important, Mr. Lund- 
berg, is this: If there was an injunction against lower selling in 
1954———_ 

Mr. Lunppere. Yes, sir. 

Mr. Roosevetr (continuing) : It becomes obvious that then the war 
started in 1954, and the things that you recite in 1955 might well and 
properly be deduced to have been the result of what happened in 
1954. 

Therefore, this committee must try to find out whether it was the 
dealer or the supplier who started it in 1954; correct ? 

Mr. Lunppsere. All right. 

The answer to what you are saying is this, sir: That the injunction 
granted against Shaw Bros., although I don’t recall the date of it, 
and I don't think we need waste your time by trying to determine 
how ignorant I am of the date, the action itself followed—in the first 
place, I don’t know that the action, the litigation, is finished. I myself 
do not think the court was presented with sufficient defense evidence ; 
far from it. 

I think the defense evidence failed to be complete at all, and I 
would say that the Shaw Bros. who today labor under that injunction 
with their price pegged, I believe, for regular at 30.4, are themselves 
the victims of a conspiratorial price str ucture, which backs up into 
1954 and into 1953, too. 

Mr. Roosevett. What evidence have you of that conspiracy ? 

Mr. Lunppere. Well, the United States Government, Department 
of Justice, when it is unable to find actual evidence on such a matter 
will present to the court supporting items which in themselves may 
not be conclusive, but which for a court may sometimes show probable 
cause, in which case the court certifies it as a cause of action, and the 
shoe is on the other foot, and the major companies have been ‘required 
to demonstrate that they were not doing such-and-such a thing. 

And in this case, when you do discuss with this association, I should 
think that you would assume for the moment, as you have ‘made as- 
sumptions for me, and put them in a position of defending themselves 
from these charges because there are little indexes to the existence of 
such a conspiracy. 

Mr. Roosevetr. Sir, you made the charges, not me. 

Mr. Lunppera. Yes, sir. 

Mr. Roosevett. You made the charges that a conspiracy existed in 
1954. 

Mr. Lunppera. Yes, sir. 

Mr. Roosrve.r. If you have not got definite proof, I will be glad to 
accept the other kind of proof which suggests it. 
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What suggestions have you got to show it? 

Mr. Lunppere. All right. 

The suggestions I have are that you examine—— 

Mr. Roosrvetr. No; the suggested type of proof. You made the 
accusations. I want you to support it. 

Mr. Lunpeere. All right. I will support it with the study which 
I have submitted to you today in written form. 

Mr. Roosrvetr. The study of August 1955? 

Mr. Lunprere. I am talking about this study which can be for you 
an index to show a pattern of events. 

By the way, have I some personal mannerism which makes you 
laugh? I will drop it if I have, but I find it a disconcerting thing, 
Mr. Arnold. 

Mr. Arnop. I would like the record to show that I was not laugh- 
ing, and I also would like the record to show there is no personal man- 
nerism of the witness, and I apologize to him if he mistook any 
expression of mine—— 

Mr. Lunpeerc. That is very gracious of you, because I thought I 
seemed very funny to you. 

All right. I suggest to you, sir, that there is evidence in my mate- 
rial here, the evidence of a modus operandi that 2 dealers dropped 
to a price so illogical and so clearly below any existing wholesale price 
to any customer classification in this State, and that they then turned 
around and attempted to get a subsidy, and by such hit-and-run prac- 
tices brought the major companies into a subsidy war which had the 
effect of injuring the self-serve competition I am talking about, and 
there is such abundant evidence of this at this time, as illustrated in 
that incident of August 15 and August 16, that pushing that line of 
evidence you, with your subpena powers, may be able to find out much 
more than I can simply going by knowledge and available fact. 

Mr. Roosevett. However, I must point out to you, Mr. Lundberg, 
when you state that a conspiracy started in 1954, and you come before 
this committee with no evidence that begins prior to August 1955, it 
is difficult for this committee to assume that your assumption of a 
conspiracy existing in 1954 is based upon anything unless you present 
us with something. 

Mr. Lunppere. All right. 

Well, Mr. Roosevelt, I want to point out that it is you who have tried 
to back off my date from August 15 and 16. 

I say the price war began on August 5, and you are trying to inter- 
pret what I consider as a conflict of interest between dealers and sales- 
men in 1954 as being pertinent to my charge of conspiracy in 1955. 

I do not consider that the conspiracy of 1955 need necessarily be 
demonstrable in 1954. But I believe, it is my information and belief, 
that such would be the case, because I think that the events of August 
of 1955 are the end result of a failure in a programed retail price for 
San Diego, and I should like to say this, sir: That a majority of deal- 


ers in San Diego have themselves been injured by this conspiracy of a 
minority for the reason that even though they are shbsidided: and there 
is room for laughter again, even though they are subsidized, they lose 
money because they get the price shoppers who formerly belonged to 
the self-serve stations, that is, in the rights of share, logical share, and 
when those price shoppers came into these major company stations 
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they pulled the men off the back end and they stood there at the pumps 
an they tried to turn little three-pump outlets into big-volume opera- 
tions, and they had to pay overtime, they had to give more green 
stamps, they had to hire more help in some cases. 

So the great majority of dealers has been drawn into the results 
of this conspiracy and have, therefore, also been injured, 1 

So I don’t speak alone of the injury to self-serves, but the injury 
to an entire industry, together, with what is much worse, the injury 
to the reputation of a great industry. 

Mr. Roosevetr. Mr. Lundberg, I thoroughly agree with you that a 
lot of innocent bystanders get hurt in any kind of a situation as has 
existed in San Diego. 

Mr. Lunppere. That is right. 

Mr. Roosevetr. This committee is interested in finding out what, 
if anything, can be done to stop this kind of a situation, and we are in 
thorough agreement on that point. 

We also, I think, are interested, however, in assessing the blame, not 
on the basis of evidence of one person, but in the overall picture, and 
we must go back to where the evidence shows it started, and so, with all 
due respect to you, sir, the battle did not begin in August of 1955, it 
began approximately in September of 1954; and I think if you will 
have your organization begin its study back at that time you will find 
much interesting material which would affect your final conclusions 
as you have presented them here. 

{have one other thing I would like to bring up. You made public 
a letter to me which included the following statement : 

The 5 percent has among it a few who would like to see suppliers broken up, 


divorced, as dismemberment of refining from marketing is called. It has among 


it a few who would like to see a radical change, even to put government at the 
helm. 


I want to say no one has appeared before this committee and made 
any recommendation for divorcement here in San Diego. 

This. committee specifically has never, in any sense, advocated 
divorcement. 

Secondly, no one has appeared before this committee in any sense 
who has advocated a radical change, even to putting government at 
the helm. 

If there are such people, I think in fairness that you should name 
them, in order that this committee may call them before this committee. 

Mr. Lunppera. I didn’t publish that part of the letter here in San 
Diego because I didn’t think it was pertinent to San Diego. 

But it is my knowledge that there is a small element among inde- 
endent dealers and among major company dealers throughout the 
Jnited States—I believe one national organization to which some of 

them belong has advocated sweeping reforms to reduce the influence 
of suppliers upon dealers. 

Mr. Roneevake But you are clear in your understanding that no one 
in San Diego has, to your knowledge, advocated any such measures ? 

Mr. Lunpsere. Well, I haven’t interviewed the dealers in San 
Diego on that issue. 

r. Roosevert. I did not ask you that. I asked you specifically——— 

Mr. Lunppere. Well, to my knowledge now, I couldn’t say “yes” 


or “no.” 
65262—55—pt. 2—_5 
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Mr. Roosrvetr. Well, you have knowledge of nobody who has; have 
you ¢ 

Mr. Lunppere. In San Diego? 

Mr. Roosrvett. Yes. 

Mr. Lunppzere. I would say that I could—I don’t feel it is germane 
to my main purpose here, so I will say “no.” 

Mr. Roosevett. All right, sir; I accept that answer. 

Mr. Lundberg, we want to make clear that we appreciate your 
coming, and while we may have a difference of view as to the value of 
your testimony, it will be very carefully gone over by the committee, 
and it will be very carefully considered, and we appreciate your 
willingness to come before us and be so frank. 

Mr. Lunpserc. Thank you very much. 

I believe you have exposed yourself to a view that was unpopular 
here today, but only because the hall does not contain a majority 
of dealers who are happy in their positions, and I shall furthermore 
forward to you the refutation of the nonsense that all gasoline of 
comparable grades is substantially alike, together with the published 
pronouncements and paradoxical objectives of the trade association in 
question. 

Thank you very much. 

Mr. Roosevert. Thank you, sir, very much. 

The next witness before the committee will be Mr. E. G. Richard, 
who is the district manager of the National Federation of Independ- 
ent Business, who has requested that he be allowed to make a state- 
ment to the committee on behalf of his organization. 

Mr. Richard, would you raise your right hand, please, sir. 

You do solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Ricwarp. I do. 


TESTIMONY OF E. G. RICHARD, DISTRICT MANAGER, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Roosevetr. You may proceed. 

Mr. Ricuarp. Mr. Roosevelt and gentlemen, as district manager 
of the National Federation of Independent Business, with legislative 
headquarters in Washington, D. C., our particular position through- 
out the entire United States is to hold every month a poll of the 
opinions on 5 or 6 measures that are coming up before the ates in 
Washington, on measures that will be before the Congressmen and 
Senators. 

Southern California has about 5,000 members, and throughout the 
United States—I don’t know how many, but we operate in every con- 
gressional district in the United States. 

In that there are measures that come up, and a man expresses his 
opinion. These opinions are turned over to the chairman and, in turn, 
go right directly to all of the Congressmen nationwide. 

For the past 7 years I have been the district manager of this partieu- 
lar area here, and also the Imperial Valley. 

Every day I am in personal contact with a great many of the busi- 


nessmen, including, I imagine, the majority, and many of you petro- 
leum dealers know me. 
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Yet, at the same time, Mr. Roosevelt, I want to bring out one thing: 
That in working directly to get the opinions and cross section of 
opinions of not only the petroleum industry, but every other kind 
of business, within the last few months many of the petroleum boys 
have told me this: That this price situation is such that it is going to 
force them out of business; they are going to have to bow to the self- 
serves, or to abandon their businesses and go to work with somebody 
else, or for somebody else. 

I do know, and you know, Mr. Roosevelt, that legislation is neces- 
sary back in Washington. 

You do know that Mr. Mansfield—you brought up this TBA busi- 
ness here sometime ago this morning—I mean Lee Metcalf of Mon- 
tana—appeared on the floor as of March 24 of this year on this TBA 
situation, which was inserted into the Congressional Record, and 
which later on was brought out into the Petroleum Dealers’ Bulletin 
here. 

However, I do know, for your information, that the businessman 
today, the average small-business man, is deeply hurt. 

It is the hope of the National Federation of Independent Business, 
speaking for the national group, that something can be done in behalf 
of these men, who were so deeply affected. 

Mr. Roosevetr. Mr. Richard, could I ask you at that point, you are 
familiar with the bill titled No. 7096 ¢ 

Mr. Ricuarp. I am. 

Mr. Roostveir. Is it your opinion as a representative of indepen- 
dent business that the remedies introduced or proposed in that bill 
would give effective assistance to small-business men / 

Mr. Ricnarp. Personally, yes. But we have polled the Nation on 
that particular measure, and I would like to say this, Mr. Roosevelt : 
That the federation which I represent, it is not our opinion, it is the 
opinion for or against by the independent businessmen throughout 
the Nation, and when you gentlemen back there in Washington come 
up with a certain bill, such as you have come up with most recently, 
which was your 7096 bill, which we placed in the hands of several 
hundred thousand of these members, we have given the people both 
sides of the measure, and it is going to be their opinion, not ours, and 
then when we present that to the Small Business Committee in Wash- 
ington and to you fellows, then it is in your hands, and it is up to you 
to act upon the thing, backed up by not only your own constituents, but 
the people throughout the entire United States. 

Are there any other questions? 

Mr. Roosrvetr. No, sir. I think the committee would be interested 
in knowing whether in reference to the price structures to which you 
referred, whether your impression from the dealers that you have 
talked to, whether they are referring to—whether, in your opinion, 
it is the lack of margin of profit which means they have to go out of 
business. 

In other words—— 

Mr. Ricwarp. Yes, sir. 

Mr. Roosreveitr. They do not get enough of a difference between what 
they pay as the tank price, and what they have to sell to the public. 

Mr. Ricuarp. That is what I get every day, and even that they 
wish they could buy gasoline and sell it for 20 cents a gallon. 
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I was back in Wilmington, Del, where the gasoline was sold at 13 
cents, but the boys were making their margin. Whether they were 
selling more gas or not, I don’t know, but they were tickled to death 
between the price of—their margin between this price and their price, 

Free competition was working out nicely in everyone’s behalf. 

It is the desire, from what I get personally from these hundreds of 
men and others, not only in the petroleum field, but I might add with 
the grocers, the druggists, the hardware and real-estate people and 
many of the other industries which we are involved in, they would 
like to see the price of gasoline down, of course; but they would like 
to see Joe Doakes get the same margin as Mr. Keller or Mr. Brown or 
Mr. Smith or Red Stalker or anybody else. 

Mr. Roosrvert. Thank you very much, Mr. Richard. We appre- 
ciate your coming before the committee. 

Mr. Ricuarp. Thank you. 

Mr. Roosrvett. The next witness that the committee will hear will 
be Mr. Andy Grayner, vice president of the Retail Petroleum Dealers 
Association of San Diego. 

Would you raise your right hand, please? 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Grayner. Yes, sir; I do. 


TESTIMONY OF ANDY GRAYNER, VICE PRESIDENT, RETAIL 
PETROLEUM DEALERS ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Roosrvetr. Mr. Grayner, before you begin your own statement, 
there were a number of questions which I wanted to ask you. 

I am sure you were present during the testimony of Mr. Dan Lund- 
berg, the executive secretary of the California Petroleum Marketers 
Council. 

The charge has been made, and the suggestion has been made to this 
committee that I ask you under oath, which I now do, whether the 
records of your organization in any place indicate an effort to control 
prices, or to demand from the suppliers considerations for the lowerin 
of gasoline prices in order to start competition with the so-call 
self-servers, or independents? 

Mr. Grayner. I can answer that with one word, which is, “No.” 

I would like to further add that we do not enter into that phase 
of this situation, and that I am sure our minutes will prove the state- 
ment that we have never discussed that situation; and that’s it. 

Mr. Roosevetr. Now, Mr. Grayner, tomorrow I am going to put on 
the stand two of your other officers here, but I woul like you to be 
prepared to bring to this committee tomorrow the minutes of the 
meetings of your association, in order that the counsel of this com- 
mittee may examine them to see whether the charges of conspiracy or 
coercive practices being started by dealers, as represented by you as 
an association, are in any way founded, and if you have no objection, 
I would make the request that you make those minutes available to the 
committee. 

Mr. Grayner. In my position I will attempt to do so, and I am sure 
there will be no objection. 
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Mr. Arnop. I might make this clear, to aid me in the investigation. 
As I understand it, the charges of conspiracy are—the conspiracy is 
that a minority of your association are deliberately encouraging and 
have deliberately encouraged certain dealers to cut their prices volun- 
tarily way below their costs for the purpose of destroying self-service 
competition. 

That is my understanding of the charge, and if you have any evi- 
dence whatsoever, if it is not favorable, even if it is hazy, you are under 
instructions, and what amounts to an order from the chairman, to 
bring that to me tomorrow morning, and if there is any question about 
how the testimony or any facts should be interpreted, bring them to 
the committee, and we will make the interpretations. 

But we do want to make a thorough investigation, and a thorough 
check on the charges suggested by Mr. Lundberg. 

Mr. Grayner. In that particular vein of thought, one of these 
dealers is not even a member of our association, and never has been, 
who was served with this below-cost selling and was involved, and is 
the one who went down to this 10-cent figure. 

The thought comes up in my mind—these accusations by Mr. Lund- 
berg—he handed you a list of the people that I think he represents, 
and there is just running through my mind, and I am sure it is 
of all the other dealers in San Diego, in what manner is he protecting 
us, this gentleman from the North, to come down and help our interests 
here. 

Could I ask the Chair that question of who this man does represent? 
I mean, you know who I represent. 

Mr. Arnotp. Do you, of your own knowledge, know any self-service 
or any other stations that Mr. Lundberg or his association represents 
in the San Diego area ? 

Mr. Grayner. No; I do not. 

Mr. Roosevett. I think the question is well answered by the state- 
ment which Mr. Lundberg meas that he represented the major com- 
panies and suppliers; that they were members of his council. 

Mr. Grayner. I see. 

Mr. Roosevett. And that he was speaking in relation to their point 
of view and to their lack of responsibility for starting the price war in 
this area. 

Mr. Grayner. I see. 

In other words, we can assume for all purposes of this questioning 
that the major oil companies are asking of us to prove that we didn’t 
cause this situation that has come up, and that we are not conspiring 
against them; is that it? 

Mr, Arnotp. I don’t think it is your burden to prove it. All we are 
asking is that you submit all documents, official documents, and corre- 
spondence or meetings. 

Mr. Grayner. I see; all right. 

Mr. Arnotp. Of your meetings or of your board of directors to this 
subcommittee, and the subcommittee will make up its own mind on the 
basis of the evidence. 

Mr. Roosrvert. And the committee would be grateful if it could re- 
ceive tomorrow such evidence as you and your officers have with rela- 
tion to the ae concerning the three people named by Mr. Lund- 
berg; that is, Mr. Swensson, Mr. Owen Harrison, and Mr. Tillery 








920 DISTRIBUTION PROBLEMS 


Lowery, that they formed a conspiracy to indiscriminately lower 
prices without proper cause and justification. 

These 3 have been named, the committee will be glad to hear them 
if—you say 2 of them are members of your association ? 

Mr. GrayNer. Just one, I believe. 

Mr. Rooseveitt. We would be glad to hear them, and we have the 
addresses, and I will instruct counsel to inform the others if they care 
to testify that they would be gladly heard by this committee tomorrow. 

Now, I propose to turn it over to you and, in your own way, you give 
us a picture of the situation as you see it. 

Mr. Grayner. Well, frankly, in view of the press that you received 
in Los Angeles, I was somewhat surprised to see the gentleman here. 

It says in the Dealer News, the date is Monday, August 29: 

. communication of importance to every citizen and business concern in San 
iego— 

and it says here that it is likely that the experiences suffered by the 

industry in the Los Angeles Roosevelt subcommittee inquiry will be 

repeated in San Diego, and so forth. 

Evidently, the industry felt it was injured in the Los Angeles deal 
during this hearing. 

This letter is signed by Mr. Lundberg, and in it there is also a por- 
tion which he said that he deleted, he deleted some portions of it for 
the San Diego area. 

All I would like to do, in answering—I don’t know whether I would 
be answering or not, but I would like to state the position of the dealers 
in San Diego. 

We represent, I would say, at least two-thirds of the dealers in the 
San Diego area, and I would say also that they 

Mr. Roosrverr. In order that we can be specific, how many dealers 
are members of your association ? 

_ Mr. Grayner. We have around 350 people, members of our organ- 
ization. 

Mr. Roosrvett. And you estimate the number of dealers in the San 
Diego area to be roughly 500? 

Mr. Grayner. If we go clear out into the county, and so forth, it 
would be somewhat different there. 

Mr. Roosrvetr. I am talking about the greater San Diego area. 

Mr. Grayner. There I would say about 600 dealers in the immediate 
San Diego area. 

Mr. Roosrverr. So it cannot be said that you represent a 5 percent 
minority ? 

Mr. Grayner. No, I don’t believe that at all. 

Also it is mentioned—I hate to go back to this thing, that the “un- 
successful, frustrated dealer is the 5 percent that is screaming,” and 
I think the evidence as presented to you this morning is that each 
one of them is a businessman, and for everyone who stood up, there are 
10 who would like to, but through fear cannot state anything. 

But stating our position in regard to this letter, I think the main 
thing to come up with is the fact that the gentleman did kind of, as 
you pointed out very well in your examination—it was the fact that 
he was confused as to the areas that we covered. 

I believe you had communications from us some months ago in re- 
gard to this situation, and that this thing is just an end result, this 
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probe that he got into, of a price war, and I am afraid I cannot term 
it a police action, that started last October, so to speak. 

Mr. Roosrveur. For the record, I would like the record to show that 
I first heard from your association approximately a year ago. 

Mr. Grayner. About a year ago? ; 

Mr. Roosevetr. About a year ago. 

Mr. Grayner. I knew that it was some time ago, and that your com- 
ing, although somewhat late, is very welcome, believe me. 

This thing at the inception has been very well substantiated by the 
evidence presented to you that there was dealer pressure by the fact 
that they were—their suppliers pressured them to come down to 27.9. 

Now, the odd part of this is that 80 percent of the majors at that 
time were selling at about a 214 differential, and there is a selling 
price—there is this, how does he call it, an artificially high price that 
we set, was only 214 cents from self-serve. 

In other words, self-serve was selling 

Mr. Roosrvett. Let me get this straight. I understood Mr. Lund- 
berg’s testimony to state that originally there was at least 9 cents 
of a differential between self-serve and the regular dealer. 

Now it is my understanding during the latter part of 1954 it was 
only 21% cents? 

Mr. GrayNer. Up to the latter—at the inception of this—I believe 
there were only 1 or 2 small dealers in town who were selling—I refer 
to the self-serve at 27.9—the rest of them were all at that figure, and 
there were 2 small ones, I believe, selling at 26. 

At that time most of the majors were selling at 29.9 or 30.4. So 
there was no wide deal we are talking about here until this large dump 
of gasoline came up that we were referring to. 

Mr. Arnoup. We have had testimony of Shell and Mobil back in 
October asking their dealers to go down to 27.9. 

I want to be clear from your own testimony, and it is my under- 
standing, that at that time they asked them to go down to 27.9, the 
self-serves themselves were selling at 27.9? 

Mr. Grayner. The majority of them were. One station that was 
influencing their thinking was at 26.9. So there was no wide margin 
at that time. 

Mr. Arnovp. In other words, maybe I should not draw a conclusion 
here, but it would appear if anybody was out to destroy the self-serves 
that the pressure by the oil company to have the standard brand meet 
the re-brand station would have some effect upon injuring the self- 
serves themselves. 

Mr. Grayner. Mr. Lundberg admitted that himself. He said— 

If you find that the majors initiated the war by granting subsidies to dealers 


who are known to have dropped to below-cost prices, then you have distinguished 
the majors as conspirators— 





in his own words. 

Mr. Roosrvevr. And it is your contention that the whole matter 
started at that time against this 1 station that was selling gas at 
26.9 in order to eliminate that competition ? 

Mr. Grayner. Yes, sir. 

This particular Shaw case which we have explained, he said there 
was no below-cost selling at that time, I refuted that in the fact 
that we had, I think, won a case against that, and it was a court pro- 
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cedure and already handed down, and there was no appeal and any- 
thing, and it was an accepted fact that he was sellin Belote cost, and 
he was forever enjoined from selling below cost, and his margin was 
set by the court at 5.8 and 6.1, and that was that. 

Now, that margin was set by the court that he had to add that on to 
his tankwagon prices. 

Mr. ArNotp. That was his cost, according to the court, which was 
5.8 and 6.1? 

Mr. Grayner. Yes; and right now all of us under this subsidy pro- 
gram are operating about 2 cents below that at 27.9. 

Mr. Arnotp. There has been a judicial determination, then—— 

Mr. Grayner. Yes. 

Mr. Arnotp. That the costs of pumping 1 gallon of gasoline are 
- ~ 2 prices, a 5-cent spread and, I guess, a 6-cent spread on 
ethyl! ¢ 

Mr. Grayner. Yes. That has been established in San Diego. 

Mr. Roosevetr. Now, Mr. Grayner, is there any reason, from your 
point of view, representing the Retail Petroleum Dealers, why, if the 
margin, if that margin set by the court can be maintained—would 
your association fight a reduction in the tank price set by the 
companies ? 

Mr. Grayner. Definitely not. 

Mr. Roosevert. In other words, if the companies reduced their 
tank price to a figure nearer to the amount at which they sold to the 
self-servers or the nonbrand names, you are not advocating that that 
should not occur? 

You are merely advocating, as I understand it, and if I am wrong 
I want it corrected now, you are merely advocating that your price 
differential should be wide enough in order to maintain a workable 

rofit ? 

. Mr. Grayner. That is all we ask. 

Mr. Roosevett. I stress that because it has been stated both pub- 
licly in the advertisement in the paper and other places that your 
association, and spokesmen for your association, who are as yet un- 
identified, and whom we expect to be identified, have been accused of 
being against, as an association and as retail dealers, being against 
the lowering of the tank price to approximately the same as it is made 
available to nonbrand dealers. 

So you take the flat position that you do not interfere in any 
manner or try to interfere in any manner with the tank price? 

Mr. Grayner. No. 

Mr. Rooseveitt. You mean: yes, you do not interfere; or no, you do 
interfere ? 

Mr. Grayner. Yes, we do not interfere. 

Mr. Roosrveur. Thank you. 

Mr. Grayner. The only statement I can recall being made by any 
one of our group was when this gas-is-gas issue hit the papers, and 
we felt we were being injured greatly by that, due to the fact that 
naturally if you can buy gas at 7 cents below, and assuming it is the 
same product, you cannot maintain a business. 

I mean you are going to buy Chevron cheaper if you can. 

So we felt at that time that unless this evidence could be refuted 
that gas is gas, that our prices should be lowered, and not through 
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a subsidy program, but lowered so we could come within this 2- or 
3-cent differential that the majors have sugggested that we try and 
hold between us and self-serves. 

Mr. Roosrvexr. In other words, you feel if the difference between— 
you would be perfectly willing to see some advantage given to the 
self-serves because of their volume, let us say, or whatever the economic 
reasons may 

Mr. GrayNner. They gain by the volume alone. They don’t need a 
particular advantage by this same reason. 

It takes me 5 men to pump a certain amount of gasoline, and it 
takes him 1 man to pump 38 times that gasoline. Granted he has a 
certain overhead, but, on the other hand, I think the volume picture 
would more than outweigh the fact that right now or during this 
time he mentioned these outlandish high margins, we were making 6.1 
and 5.8, and self-serves at that time were making 5.9. 

I mean there was one-tenth of a difference between these high 
oe between the supposedly high prices, we were forcing on the 

ublic. 
. Mr. Roosrveit. Mr. Grayner, you would not deny the right of the 
supplier to reward volume! 

Mr. Grayner. No. 

Mr. Roosrvevr. By giving a lower price, providing that lower price 
for essentially the same product, according to the testimony until it 
has been refuted, and we have to go by that testimony, and it has not 
yet been refuted, it is essentially the same product—you feel as long 
as you are not completely priced out of the market that any reasonable 
compensation for volume is justified ? 

Mr. Grayner. A reasonable compensation would be justifiable. But 
there again we have the question of defining what area starts a war. 

Mr. Arnon. Isn’t there also this further point: I understand there 
are sales to small commercial accounts, let us say to a ranch or a farm, 
which is at substantially less wholesale price than is offered to a 
station that is pumping, let us say, 30,000 gallons a month. 

So also aren’t you caught on the reverse side of the coin many 
places where you have greater volume than another account, where 
the smaller account, using the smaller volume, is given a preferential 
wholesale price ? 

Mr. Grayner. I see your point. We have bids by the major oil 
companies to the city of Escondido of estimated cost, less than what we 
pay atatank wagon. These are public figures and are made available. 

Granted, we would have to pay taxes anyway, but the situation 
comes down to the small drum or 400 on up, back-door deliveries are 
actually being given at a smaller rate. 

Mr. Arnotp. Is there any distributor, retail distributor, who is 
given a retail tank-wagon price discount because of the greater volume 
of gasoline that he sells? 

Mr. Grayner. You are referring toa major? 

Mr. Arnotp. I am referring to any major brand retail station. 

Mr. Grayner. I believe— 

Mr. Arnorp. Can he get a volume discount himself ? 

Mr. Grayner. Well, there are two companies, actually more than 
that; Mobil, I know, has a flat rental; Texaco has, I believe, a rental 
situation up to a certain point, and then anything over that gallonage 
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it is a little less. There are some compensations made for volume 
buying at the present time. 

Mr. Arnovp. But it is not made at the wholesale price level ; in other 
words, it is made again by a rebate or a rental situation ? 

Mr. Grayner. Rental situation. 

Mr. Arnot. Or by some other type of rebate ¢ 

Mr. Grayner. Yes; so far as I know, there is no reduction of the 
actual invoice cost of the gasoline, what we have discussed, tank 
wagon. I may be mistaken, because I am not familiar with anything 
except my own company on that particular item. 

Mr. Roosrvetr. Are you familiar with a gentleman by the name 
of Owen Harrison, of 6098 University Avenue, Mr. Grayner? 

Mr. Grayner. Just what I read in the newspaper. 

Mr. Roosrvett. Mr. Harrison is quoted in Mr. Lundberg’s testimony 
as having reported to the San Diego Tribune on August 17, 1955: 

Our goal is to force the major oil companies to deliver gasoline to brand-name 
stations at a price approaching that granted to self-serve stations. 

I want to identify what “our goal” is. Does that include your goal? 
Is he speaking for your association ? 

Mr. Grayner. Does it mention the brand of station he has there? 

Mr. Roosrvett. No; it does not. 

Mr. Grayner. He has a Richfield station, and the Richfield dealers 
have a particular problem in this area. I do not know whether you 
want to go into it. If you want to, I could outline it briefly. I think 
that is what he is defining as “our goal.” 

Mr. Roosevett. The Richfield dealers he is talking about ? 

Mr. Grayner. Yes; I think that is what he is talking about. 

Mr. Roosrvett. Was he authorized to speak for your association ? 

Mr. Grayner. No; and he is not a member of our organization, 
either. 

Mr. Roosrvetr. And he is not a member of your association ? 

Mr. Grayner. No. 

Mr. Roosevett. Thank you; I wanted to establish that. 

The committee will be glad to hear your explanation. 

Mr. Grayner. I believe what he referred to as “our” in that par- 
ticular case is the fact that the Richfield dealers in this area are at 
a very bad disadvantage by the fact that their own particular gaso- 
line is being marketed under another name—in this sense it is Rocket 
gasoline—and in many instances at a lower cost than they pay for it, 
tank wagon. 

Mr. Roosrvett. You mean it is delivered to a dealer who is selling 
Rocket at a lower cost than it is delivered to them ? 

Mr. Grayner. Definitely—and they even use, I understand, their 
Richfield lubrication and oils, and so forth; and up to a short time 
ago they even had Richfield credit cards accepted there, and it was 
very difficult to maintain a service station under that situation, where 
your own product is being peddled at a cutrate deal. It is most 
difficult. 

That is this unfair price situation as I see it; that is just price dis- 
crimination. 

Mr. Roosrvetr. So you would not say there was any general con- 
spiracy on the part of gasoline dealers in the sense that it was pre- 
sented to the committee by Mr. Lundberg? 
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Mr. Grayner. I have heard of this particular man, Mr. Harrison, 
and I understand he is quite excitable and, as I say, this problem of 
theirs has been building up for some time, and in a sense of the word 
I understand he lost several thousand dollars in this endeavor of his. 

It was just kind of a big blow-off to get this out of his system, that 
he was tired of being dictated prices for the last year, as I under-- 
stand it. 

Mr. Roosrvetr. But you can tell this committee categorically that 
he and you did not conspire ? 

Mr. Grayner. Yes; I can assure you I had no discussions with 
the man. 

Mr. Roosrvetr. As far as you know, no other officers of the associa- 
tion had? 

Mr. Grayner. I am positive they did not. In fact, it was brought 
up in our discussion, and something said about this guy doing this, 
and I believe we tried to talk him out of it, and I cannot verify that; 
I think someone in our office did talk to him after he had gone down; 
I don’t know. 

Mr. Arnorp. Incidentally, does your association include self-service 
operators as members ? 

Mr. Grayner. Yes, sir; it does. I believe we have 10 members of 
self-service in our group, and they have a spokesman on our board 
of directors and, frankly, we try to air our problems and do what we 
can in regard to it. 

Mr. Roosrevetr. Mr. Grayner, could you comment further on the 
following testimony? I should have asked Mr. Lundberg, and he is 
still here, and if he wants to come back afterward, he may make a 
comment on it: 

Informatively, the seventh company, Union Oil Co., does not utilize what this 
industry recognizes as a “subsidy” system of helping its dealers, but it self- 
nominates the retail prices to such dealers as are contracted with Union Oil Co. 
as consignees of gasoline. The Union dealer, therefore, is kept competitive with 
his prices by his company’s determination of the prevailing price, while his 
commission remains substantially unaffected. 

Would you have any comment to make on that system as practiced 
by 1 company and not practiced by the other 6 ? 

Mr. Grayner. Well, frankly, [ have association with other Union 
Oil dealers, and they were very much hurt, as I understand it, because 
their company would not allow them to be competitive unless they 
more or less lost control of their product; and I understand they had to 
sign a lease or an agreement for a year that they would operate on 
about another cent and a helf or 2 cents below their normal margin 
to be able to participate in this thing. 

Frankly, Mr. Stalker is the president of the organization, and I see 
you are going to call him here a little later, and perhaps he could out- 
line that particular situation on Union Oil. 

However, they bring up this point of the traditional subsidy as if 
that is the way to end all the evils of this industry, and the questioning 
of Mr. Lundberg, as I understood it, he beat around the bush for some 
time on this subsidy program as in effect lowering tank wagon and in 
actuality he claims it does. 

However, in order to participate in this traditional subsidy program, 
the dealer loses approximately, oh, 15 or 20 percent of his net, and this 
is off the top end on something that you might take home. 
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I know this program has cost me quite a bit of money in the last 10 
months on what I might have been putting in the bank. 

The thing I don’t like about this traditional subsidy program is the 
discriminatory manner by which it is participated in and dealt out 
to dealers in some areas and not in others and, in effect, that is a differ- 
ential of tank wagon, as Mr. Lundberg pointed out, and he is repre- 
senting the majors, that this, in effect, does lower the tank wagon. 

If that is the case, there are current laws in effect that would cover 
the situation, but there again it is a matter of a little man with not a 
very big bat to swing. 

Mr. Arnotp. Doesn’t it, in effect, control the retail price? In other 
words, can the oil companies, or have the oil companies, to your 
knowledge, through the granting of subsidies, controlled the retail 
price that will be posted in San Francisco, in the greater metropolitan 
area ¢ 

Mr. Grayner. Yes. They put it down toa point that the dealer can 
just barely make a living if he works at it real hard, and he can’t afford 
to drop any lower and, in effect, it sets the price by the simple fact we 
have already established, that these signs are carried around in the 
back of the car, and they assume that is the price it is going to be sold 
at, if they offer you a certain subsidy program. 

Mr. Arnotp. And if you did not, maybe you cannot answer it, but 
to your own personal knowledge, you know if you refused to accept 
the suggested price of the major oil company, would the subsidy be 
withdrawn or would they still give it to you? 

Mr. Grayner. I have heard in cases where it has been suggested 
that they do not sell at the suggested price, they have intimated that 
poe om program would not be continued for that particular 

ealer. 

Mr. Roosrevert. Mr. Grayner, what would you say are the average 
hours of a petroleum dealer in his station ? 

Mr. Grayner. Not less than 10, and that is on a pretty good-sized 
unit. The smaller little boys, I mean, they work that thing 12 hours. 

Mr. Roosevett. What is the average period of time that the average 
station is opened ? 

Mr. Grayner. The normal, I believe, is at least from—well, it 
varies from 6 o’clock opening to a 7 o’clock opening, but they run from 
7 to 10, to 11; and there are a lot of units that are a 24-hour situation. 

It is not a particularly profitable deal, but nevertheless they are 
maintained on a 24-hour situation to give coverage where it is needed 
in the company’s field. 

Mr. Roosrvetr. I am sure you understand that this committee must 
of necessity restrict its interest to matters in which the Federal Gov- 
ernment can control or have influence. 

Have you any comments, or have you had the sf Seber of reading 
the report of this committee as a result of the hearings held during 
the past spring and summer? 

Have you any comment as to the recommendations made by this 
committee ? 

Mr. Grayner. The recommendations made by this committee, I feel, 
are possibly the most fair recommendations to both sides that I have 
heard. 
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There is a necessity, I feel, for the little man to live and grow, and 
there is also a necessity of the major companies to, in a sense, have 
some control over their units. a 

The legislation that you have set up, I think it is H. R. 7065; is it 
not? 

Mr. Roosevet. 7096. 

Mr. Grayner. 7096 covers that area very well, and gives the little 
man, in cases where he needs it, assistance, and yet doesn’t propose 
Government control of the industry or anything else; and I don’t think 
that the dealers, as a whole, would want a complete disassociation. 

I mean, the companies do things for us. They maintain a credit- 
card system and maps and what have you, and do maintain informa- 
tion, and in many cases are quite helpful. The fact of the matter is, 
up to last October it was a most enjoyable relationship, I believe, in 
most cases. 

But it was all instigated by what Mr. Lundberg informed us as an 
excess of gasoline that was put on the market, I believe, at a lower 
cost, and that brought out the wide differential, and off we went, and 
now nobody can talk to anybody. I mean, it is ridiculous. 

Mr. Roosrvett. Would you care to comment on the suggestion of 
Mr. Lundberg that a great many people who are members of the Retail 
Petroleum Dealers Association advocate going so far as having Gov- 
ernment control, put the Government at the helm ? 

Mr. Grayner. I am absolutely certain that has never come up at 
any conversations I am a party to, and I attend pretty regularly all 
of the meetings of this group, and I am sure none of them are sub- 
scribing to that particular area of thought. 

Mr. Roosevett. Thank you. 

You goahead. Iam afraid I interrupted you a little bit. 

Mr. Seaven, Well, I think we have pretty well covered it, except 
this particular situation that was presented in our local papers by a 
man who I cannot see—supposedly he is pointing this at the dealers, 
and he mentions that he is subscribed to by independent distributors, 
and yet, in talking to most of them that 1 know here in the town, I 
couldn’t find any, what he called, independent distributors that went 
along with this line of thinking. 

I was frankly curious on what brought him down here, until I read 
that he didn’t think he got a fair shake in Los Angeles, and evidently 
he thought he could get it down here. 

This letter that appeared here is, frankly, the most slanderous item 
that : have seen pointed at any particular group of people in quite 
a while. 

I can go right down the line and read it; I don’t think there is any 
perenne sense in it, because it has been established through hearings 

ere where this man has veered away from the area that we are 
discussing. 

We have presumed here that the small minority which has been 
actively representing the industry isn’t exactly what you might call 
a small minority. it contains the self-serve group, and it contains 
the majority of what I would say are the successful businessmen of 
the major oil companies. 

There is another point here that I would like to figure out what he 
was driving at. That only about—as I understand it—there are only 
about 4 percent of the gasoline that reaches San Diego that is of what 
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we term the independent refiner variety, and so it seems pretty obvious 
there that it is another situation of this dump gasoline. 

These figures come from the Dealer News in Los Angeles, whom we 
called yesterday and asked them what they thought the production 
was in the California area, and they gave me this information over 
the telephone. 

The only thing that I can go into here, it is mentioned that—there 
is so much—this is just ridiculous, mainly, for 10 months we have 
been on a subsidized price war, or police action, I guess, as Mr. Lund- 
berg would like to have it referred to, and the dealers have suffered 
greatly in San Diego by this price war. 

If they didn’t sutter and if they weren’t suffering by a loss of margin 
on taking the 27.9 figure and it actually dropped from 6 cents to 
414 cents—this, incidentally, is before rent. There is an average of a 
cent of rent that comes out of all these margins we are talking about 
today, which leaves the dealer with less than 10 percent in many cases 
of the selling price. 

We have established, through court hearings, and the judge has 
said, that you have to have a certain markup, which was approxi- 
mately 25 percent. 

So all of us are violating the law at this particular time, in that 
sense of the word, if you accept a 27.9 figure. 

We would be more than happy to get back in a legal situation, 
believe me. But this differential that has progressed by the dumping 
of gasoline at a lower cost, the same conatiae that we obviously are 


buying at a higher cost, is hurting the dealers of San Diego County 


financially. 

Mr. Roosrveur. Could I refer back to one statement you made? 
Four percent of the gasoline available in San Diego comes from inde- 
pendent refiners; in other words, roughly 96 percent comes from the 
major refiners; is that correct ¢ 

Mr. Grayner. I believe that would bea pretty good estimate. 

Mr. Rooseverr. So that the true control of the gasoline supply 
here lies in the hands of the major refiners, whether they market their 
ultimate product with the top-brand names, or whether they give it 
one of the other so-called off-brand names ¢ 

Mr. Grayner. That is true. 

There again we just dwelt on this situation of this awfully high, 
ridiculously high, retail price, but I think you got on that, that it is 
not we who are demanding this ridiculously high price, we are just 
trying to stay within reason, and it is intpconiiole with this situation 
of high tank wagon and lower cutrate. 

I think that just about covers it, unless there are some other ques- 
tions you would like to ask me. 

Are there any other phases of this thing that you would like to ask 
me about at this time ? 

Mr. Rooseverr. I don’t think so, Mr. Grayner. 

The most important thing I would impress upon you is that over- 
night. I wish you would search your records so that tomorrow Mr. 
Stalker and Mr. Cartwright may testify with authority as to the 
minutes of your meetings; I shall do as Mr. Lundberg suggested, I 
shall examine you with great care as to your part in any of the 
alleged coercive actions, if any, that Mr. Lundberg presented in his 
testimony. 
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I would appreciate it if you would make those minutes available to 
counsel for this committee. 

If there is nothing else then, Mr. Grayner, we thank you for your 
presence and your presentation. 

The subcommittee tomorrow will hear from Mr. Carl Redding, a 
parts distributor for TBA and automotive parts, and from Mr. Stalk- 
er, the president of the Retail Petroleum Dealers Association; Mr. 
Donald Cartwright, the executive secretary of that same association, 
and we will be happy to hear from any member of the industry who 
wishes to present himself in the light of testimony presented today. 

We have specifically, as I announced earlier, sent requests for the 
presence of those whose names were used in the testimony this morning 
in order that they may, if they care to, make such comment as they 
feel will be pertinent to that testimony. 

There being no other’ business before the subcommittee at this time, 
it will stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4 p. m., the subcommittee recessed, to reconvene at 
10 a. m., Wednesday, August 31, 1955.) 
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WEDNESDAY, AUGUST 31, 1955 


House or REPRESENTATIVES, 
Suscommitree No. 5 or THE Setecr COMMITTEE 
To Connucr a Stupy AnD INVESTIGATION OF 
THE ProBLEMS OF SMALL BuSsINEss, 
San Diego, Calif. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in the 
auditorium of the Chamber of Commerce Building, 499 West Broad- 
way, San Diego, Calif., Hon. James Roosevelt (chairman of Sub- 
committee No. 5) presiding. 

Present: Representative Roosevelt (presiding). 

Also present: George L. Arnold, committee counsel. 

Mr. Roosrevett. The subcommittee will come to order, please. 

At the close of the hearings yesterday, the subcommittee had invited 
specifically by wire those who had been mentioned as company repre- 
sentatives in the testimony: submitted yesterday, and stated that the 
committee would be glad to hear from any other witnesses who wished 
to be heard who were relevant to the subject matter under discussion. 

At this time, if there are any present who responded to that invi- 
tation, I would appreciate it if they would come forward and give 
their names to committee counsel, Mr. Arnold, and we will arrange 
to hear them. 

Is anybody present ? 

Mr. Srus Haminton. General Petroleum has two who were men- 
tioned yesterday, who received wires from you, and we anticipated 
that they would be called this afternoon. If you want them here this 
ee we will have them here this morning. 

Mr. Rooseverr. Well, suppose I make arrangements to hear a 
number of the other people first who are scheduled, and then if you 
could ask them if they could be here, perhaps, around 11:30 we 
may be able to reach them by that time, and that would save them 
coming in this afternoon. 

Mr. Hamiuron. Very well. 

Mr. Roosevett. In yesterday’s testimony by Mr. Lundberg there 
were three dealers mentioned, Owen Harrison, John Swensson, and 
Tillery Lowery. 

It has been brought to the subcommittee’s attention that these three 
gentlemen have been served in connection with a legal action instituted 

y Mr. Lundberg, as he explained yesterday. 

In view of the impending court action, subcommittee counsel, with 
which the chairman agrees, advises that it would not be proper to 
institute or to carry on a lengthy discussion with them at this time, 
pending the court proceedings. 
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Therefore, the chairman has instructed subcommittee counsel to 
make arrangements to receive the testimony given in court by these 
three gentlemen in order that it may be included in the committee 
record. 

At this time there are two questions, however, which the subcommit- 
tee feels will not interfere with the court proceedings, and the sub- 
committee is going to call these three gentlemen, if they are here, and 
ask them each only those two questions. 

I would emphasize that if they feel that either question or both 
questions will be harmful to them in their court proceedings they 
may, of course, object, and their objection will be sustained. 

Is Mr. John Swensson here? 

Mr. Swensson. That is right. 

Mr. Roosevett. Will you come forward, sir? 

Would you raise your right hand, sir. 

Do you solemnly swear that the testimony which you will give 
before this subcommittee will be the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. Swensson. Yes. 


TESTIMONY OF JOHN SWENSSON, SAN DIEGO, CALIF. 


Mr. Roosrvett. Would you give your name and business address 
to the reporter here? 

Mr. Swensson. Rolando Service, 6104 University. 

Mr. Roosrvett. San Diego? 

Mr. Swensson. My name is John Swensson; San Diego. 


Mr. Roosrveitr. Mr. Swensson, you heard what I said ? 

Mr. Swensson. That is right. 

Mr. Roosnverr. And you understand you do not have to answer 
these questions if you feel they would be harmful to you. 

Mr. Swensson. Well, as far as I know I haven’t been served with any 
papers yet. 

Mr. Roosrvet. Well, fine. 

It was my understanding from Mr. Lundberg’s testimony yesterday 
that you had been, but in view of the fact that you possibly may 
be, I will still only ask you those two questions. If we have other 
questions we will send them to you and ask you to answer them and 
have them notarized. 

Mr. Swensson. Yes. 

Mr. Roosrvett. The two questions I want to ask you are: 

The first one is, and the same questions will be asked of the other 
two gentlemen concerned—No. 1, have you, as a station operator, 
been approached by your cappine to lower your prices at any time 
prior to the August period which is under discussion ? 

Mr. Swensson. That is right; I have. 

Mr. Roosevetr. You have? 

The second question I want to ask you is, Have you at any time had 
meetings with and have you tried to arrange a program of price- 
cutting with either the representatives or with the aon of the Retail 
Petroleum Dealers Association of San Diego? 

Mr. Swensson. No, sir. 

Mr. Roosrvett. Thank you, sir. Those are the only questions I 
will put to you. 
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Is Mr. Owen Harrison here? 

Mr. Harrison. Yes. 

Mr. Rooseveur. First; Mr. Harrison, would you raise your right 
hand? 

Do you solemnly swear that the testimony which you will give 
before this committee is the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Harrison. Thank you; yes. 


TESTIMONY OF OWEN HARRISON, SAN DIEGO, CALIF. 


Mr. Roosrvett. Mr. Harrison, you heard the two questions, and I 
will have the reporter repeat them exactly, so that they will be exactly 
the same questions. 

You understand that if you feel that the two questions would be 
harmful to you in the legal action with which you have been served, 
you may object to the questions ? 

Would you repeat the two questions, please. 

(The reporter read the first question as follows :) 

Have you, as a station operator, been approached by your supplier to lower 
your prices at any time prior to the August period which is under discussion? 

Mr. Harrison. I have, a number of times; yes. 

Mr. Roosrveir. You have, a number of times. 

(The reporter read the second question as follows :) 

Have you at any time had meetings with and have you tried to arrange a 
program of price cutting with either the representatives or with the officers of 
the Retail Petroleum Dealers Association of San Diego? 

Mr. Harrison. I am not a member of the association, and I have 
never met with them to try to get help from them, whatsoever. 

Mr. Roosevetr. In order that everybody can hear it, the answer is 
he was not a member of the association and has never met with them 
to try to get any help from them, whatsoever; is that correct, sir! 

Mr. Harrison. That is right. 

Mr. Roosevett. Thank you very much, sir. 

Is Mr. Lowery present ¢ 

Will you raise your right hand? 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, se help you God ? 

Mr. Lowery. I do, sir. 


TESTIMONY OF TILLERY LOWERY, SAN DIEGO, CALIF. 


Mr. Roosrveit. Mr. Lowery, I think you have heard the two ques- 
tions, and you understand the conditions under which they are asked ? 

Mr. Lowery. Yes, sir. 

Mr. Roosrveur. I will ask the reporter again to read the first 
question. 

Before he does, I wish you would give your business and station 
address. 

Mr. Lowery. My name is Tillery..Lowery., L.operate under the 
name Auto Service Center, located at 6205 University. 

Mr. Arnoiv. Who is your supplier, Mr. Lowery / 

Mr. Lowery. Texaco. 
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Mr. Roosrvert. And may I digress for a moment; Mr. Harrison, 
would you give your business address to us? 

Mr. Harrison. Owen Harrison, of Owen Richfield Service, 6098 
University Avenue, San Diego 15. 

Mr. Roosevett. Thank you. 

(The reporter read the first question as follows :) 

Have you, as a station operator, been approached by your supplier to lower 
your prices at any time prior to the August period which is under discussion? 

Mr. Lowery. Yes, sir; several times. 

Mr. Roosevetr. Would you read the second question, please ? 

(The reporter read the second question as follows :) 

Have you at any time had meetings with and have you tried to arrange a 
program of price cutting with either the representatives or with the officers of 
the Retail Petroleum Dealers Association of San Diego? 

Mr. Lowery. At no time with either. 

Mr. Roosrvett. Thank you, Mr. Lowery. 

Mr. Lowery. Thank you, sir. 

Mr. Roosrvett. Is Mr, Carl Redding present in the room ? 

Mr. Redding, will you raise your right hand, please, sir. 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Repprne. I do. 


TESTIMONY OF CARL A. REDDING, SAN DIEGO, CALIF. 


Mr. Roosrverr. Mr. Redding, would you give to the reporter your 
full name and business address, please, sir. 

Mr. Repprne. Carl A. Redding, 4168 Market Street. 

Mr. Roosevett. And you operate—— 


Mr. Reppine. An automotive supply house. 

Mr. Roosrvett. Automotive supply house. 

Could you give us the name of the supply house ? 

Mr. Reppine. Redding Supply Co. 

Mr. Roosrveit. Mr. Redding, do you want to proceed in your own 
words to tell us your story ¢ 

Mr. Reppine. The main thing I am primarily interested in is to 
bring to this committee’s attention about the Texaco bringing undue 
pressure on us and on a lot of their service station businessmen. 

We have been in stations a number of times, which seems to me to be 
very unfair. 

We will go back to 1952. We was in a Texaco service station one 
morning, trying to sell a man some merchandise, and a man by the name 
of Mr. Oaks comes in and butts in in our—this Mr. Oaks is, I think, 
classed as a salesman of the Texas Co. 

He walks in and takes over our conversation and telling the service- 
man that “Do you know that we don’t make any money on the stuff” 
that you buy from Redding Supply Co.? We have a supplier and we 
have a way for recovery to help cover the expenses of the station and 
some of the rent.” 

Well, that just about ended our conversation. 

I had a conversation with Mr. Oaks after, it was kind of a rough. 
conversation, I can’t go into that. . 
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Then I called Mr. Elliott, who is, I think he is, classified as division 
agent or division manager of the Texas Co., in San Diego, and he tells 
me that there is no problem too large for him to take care of that is 
handled with the Texaco Co., and he feels that I am wrong, and that 
Mr. Oaks wouldn’t do such a thing as that. 

So we take it a little further in the thing, and I write the Texas 
Oil Co. a letter. 

First I made a phone call to Mr. W. H. Cotrell, and we have quite 
a lengthy conversation, and he asks me to put it in a letter form, so I 
put it in a letter form, and he states that he will give us some kind of 
immediate relief if I will put this in letter form just what I talked 
about. 

SoI put it in letter form. This is written to Mr. Cotrell on Decem- 
ber 2, 1952. 

He was pretty busy; I didn’t get any answer back until about a 
month later. 

Mr. Roosevetr. Mr. Redding, in order that the record can show the 
actual correspondence, would you submit copies of this and have them 
certified copies of this correspondence ? 

Mr. Repprne. Oh, sure; absolutely. 

Mr. Roosrvetr. All right. 

Mr. Repprne. This is Mr. Cotrell’s letter. 

He answers in this letter that he has had a conference with Mr. 
Elliott and Mr. Oaks, and they claim that this conversation never did 
come about; that they do, not talk to their personnel like that, and 
they do not tell their dealers that they have a recovery account, and 
they do not in any way, shape, or form put any indirect pressure on 
these service stations. 

So we go along here a little further. They say they don’t put any 
indirect pressure. 

We have got letters here, which is photostatic copies—this is a true 
copy. It states in this—— 

ee Roosrveit. The copy will be received by the committee as an 
exhibit. 

Mr. Reppinc. These are for you. I will present them to you after 
I get through here. 

(The document referred to follows :) 


MoToR AND EQUIPMENT WHOLESALERS ASSOCIATION, 
Chicago, Ill., February 15, 1955. 
To all members. 

GENTLEMEN: Because of recurrent reports from members with respect to 
Texas Oil Co.’s representatives attempting to force service-station operators to 
purchase exclusively certain TBA products, we took the matter up with Mr. 
C. B. Barrett, vice president of the Texas Co. 

Mr. Barrett has advised us as a result of our calling this matter to his atten- 
tion that he has had a careful investigation made and is satisfied that a mis- 
understanding exists. 

He states, “All our personnel are specifically instructed that the Texas Co. 
has neither the right nor the desire to require any Texaco dealer to handle 
TBA merchandise, or to dictate to him the brand or type of merchandise he 
should sell or the source from which he should purchase it.” 

He further states: “Our company, itself, does not market any TBA items and 
any Texaco dealer is free to buy any brand TBA merchandise from any source 
he selects.” 

Mr. Barrett is of the opinion that the Texas employees fully understand the 
company’s policies and are complying with them. 
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We feel sure that Mr. Barrett is sincere in this matter. However, should you 
run into any instances contrary to the above-stated policy, please let us know 
so that we may call it to his attention. 

Sincerely yours, 
J. Howarp REep, 
Management and Legislative Counsel. 

This particular letter came from the Motor & Equipment Whole- 
salers Association, I believe, in Illinois, Chicago, Ill., and this is put 
out by the vice president, Mr. Barrett. He is one of the many vice 
presidents of the Texas Oil Co., and he states here to this outfit, Motor 
& Equipment Wholesalers Association—he states: 

All our personnel are specifically instructed that the Texas Co. has neither the 
right nor the desire to require any Texaco dealer to handle TBA merchandise, 
or to dictate to him the brand or type of merchandise he should sell or the 
source from which he should purchase it. 

It says that he has the right to buy this from any source he so 
desires. 

Now they hand this down to be company policy, which is just so 
much paper. It doesn’t mean one thing, because I will tell you why 
it doesn’t mean a thing. 

They print all this, I don’t know what for, because it doesn’t mean 
a thing. 

Mr. Elliott at the present time is going around to all of his stations, 
and I don’t believe that he is using means of canceling a man’s lease, 
but inasmuch as he is the supervisor, or executive officer for this dis- 
trict, there is a certain amount of pressure brought to bear when he 
walks in this man’s station with a TBA supplier, and tells him that 
he wants him to cooperate in every way he can to make this town be 
100 percent of Goodrich; see. 

Now, I believe that that part right there tells this letter doesn’t 
mean a thing when they keep doing it, and I have had a number of 
conversations with Mr. Elliott—I say a number, I mean two—where 
I have asked them to quit using my name, that is, “Why don’t you 
quit buying from Redding Supply Co. and start trading with Miller 
Co., because we do not have a recovery act with you, and we do have 
with them?” 

He says, “Well, that isn’t it; that just can’t be.” 

So then I asked him what is his intentions to do this. And he 
says, “Well, Redding,” he says, “we have no intentions to hurt you. 
Our intention is to strictly outsell you—period.” 

He does not pull any punches. He is right straightforward to you; 
he tells it right off. 

Then, to tie up that, right here they go to these stations and these 
Texaco fellows, I don’t know whether you have ever seen one of these 
contracts, but this is something; a man gives everything away, I guess, 
but his wife, in this contract. I have never read anything like it. 

In fact, I went down to two attorney friends of mine, and I talked 
to them a half hour and they read this, and when I left they said, “Oh, 
it’s a gag, Redding.” A man in this contract here that Mr. Elliott 
approves for the service-station men to sign, this particular one here, 
is 


This man here has to give the Miller Co., and the Texas manager 
approves of this, by the way, he has to give the Miller Co. or any man 
i 


he so desires to even sign his checks. He can write a check on this 
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service-station man and he has given him a power of attorney in every 
way, and they—vwell, you read it. 

Mr. Arnon. This is the contract between a retail operator and the 
Miller Co. which is distributing agent for the Texas Oo. for Texaco, 
TBA, or what? 

Mr. Repprne. No. The Texas Co. claims they have no such thing 
as a TBA case, see. This is with—he handles B. F. Goodrich, but the 
Texas Co. manager goes around to try to get the fellows in any way 
possible that he can, telling them he can do more favors with him if he 
cooperates wtih them, and Jetting this man service all his materials. 

Mr. Arnowp. Mr. Elliott is with the Texas Co. ? 

Mr. Repprne. The Texas Co. 

Mr. Arnotp. And Mr. Elliott was the one who said he wanted San 
Diego 100 percent B. F. Goodrich ? 

Mr. Repptne. Right; and I think there is enough evidence that we 
can prove that 100 percent. 

Mr. Arnotp. Mr. Elliott said that the Texas Co. did receive finan- 
cial benefit from the sale of the TBA items? 

Mr. Reppinc. Well, that is generally known all throughout through 
the United States, that all oi] companies receive a certain amount of 
money percent from the manufacturer company agents. 

Mr. Roosrvetr. Mr. Redding, I am not quite clear. Who is the 
Miller Co. ? 

Mr. Repprnc. It is a company appointed by the B. F. Goodrich Co. 
to sell merchandise. . 

Mr. Roosrvett. They are the representatives of the B. F. Goodrich? 

Mr. Repprne. Which, in turn, was brought to this town by Mr. 
Elliott to handle their situation. He was asked to come to town by Mr. 
Elliott, who was just the manager of the oil company. 

Mr. Arnotp. Where is the location or principal business of the 
Miller Co.? 

Mr. Repprne. It is on—I have been by the place many times 

Mr. Arnotp. I don’t mean San Diego. You say the Miller Co, was 
brought to San Diego by Mr. Elliott; I was wondering where it was 
brought from. 

Mr. Reppine. Well, the Miller Co. was here, a man, Mr. Leigh, 
bought out the Miller Co., but he was asked to come to town and run 
the TBA, taking over the Miller Co. 

Mr. Roosevetr. Mr. Redding, I think at this point I should tell you 
that the committee has received voluntarily from most of the oil com- 
panies testimony that they do have arrangements, as you have sur- 
mised, with manufacturers of TBA items and, of course, there is noth- 
ing in the law which prohibits them at this time, there is nothing in the 
law which prohibits them, from having such arrangements, and there 
is nothing in the law which prohibits them from attempting to sell 
or to urge the sale of those TBA products in which they have an 
interest. What is illegal, and which the committee is interested in 
finding out, is whether or not in pursuance of their economic power 
through leases and otherwise, they have tried to intimidate the station 
owner into purchasing only these sponsored items. 

If they have not intimidated them, if they are just trying to show the 
station owner that this is the best product for a number of reasons, they 
are simply competitive and competing with you or anybody else, and 
that they very clearly have the right to do that under existing law. 
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Now, if you want to come before the committee and state that you 
feel that because of their position that the committee should consider 
legislation which should eliminate them having any interest in selling 
TBA items through another manufacturer on top of their regular 
petroleum products, that, of course, is your opinion, and the commit- 
tee is glad to have your opinion. 

But I think, in fairness to the companies, I should make clear that 
there is nothing illegal in what you have described up to this point, 
because they have done nothing; you have said in your testimony that 
they have made no effort to coerce the station operator in any manner. 

Mr. Repprnc. Well, on a number of cases they have. 

Mr. Roosrvett. Well, the committee would be glad to receive your 
evidence on that subject. 

Mr. Reppinc. We oan of some cases where they have gone into 
the station, and it is very hard to get a service station man to say, 
and you cannot use a man’s name for this reason, 

Right now there has been a couple of fellows that have asked to re- 
sign from their business, but they turned around and gave it back to 
them, you see, and they always use that term, that a man is running 
an unfit station due to it is not clean, or the restrooms are dirty. 

They will never give you the fact that because you wouldn’t co- 
operate with them that they are going to relieve “bese of your lease. 

Mr. Roosrvetr. Have you ever been present where any threats, di- 
rect or indirect, were made? 

Mr. Repprnc. No; indirect threats. 

Mr. Roosrve.t. Would you describe the indirect threat? 

Mr. Reppinc. Well, indirect they told a man that before they would 
do any more work on his station, for instance, they would give him 
manifolds to put his tanks together, and puts a lock on the restroom 
door and build some shelves in his station, if he wasn’t willing to go 
along with this deal here, and give them a hundred percent of their 
business, why they were not interested in putting those manifolds to- 
gether. 

Even so, I consider that as an indirect pressure. 

Mr. Roosevett. That is indirect pressure and that is distinctly 
illegal. 

Mr. Arnotp. What company was that? 

Mr. Repprinc. This was the Texas Oil Co. 

Mr. Roosrvett. Have you any other instances that you would care 
to give to the committee? 

Mr. Reppinc. No. I think that just about covers it. 

Because I do like this: There are several fellows that have been 
approached and put quite a bit of indirect pressure on them, but I 
talked to them, and they asked me not to mention it because it only 
brings them in trouble, and they do want to keep their leases, because 
they have a nice station to operate out of, and by playing a good yes- 
man they can get by. 

Mr. Roosrvetr. In other words, Mr. Redding, the summation of 
your testimony is that through indirect—that you have been present 
when indirect threats or coercion were used to keep you from having 
a fair opportunity to sell your products as against the company, the 
supplier-sponsored products? 

r. Repprne. That is right. It is more or less amusing, I consider 
it direct pressure, when they go to a man and ask him not to buy from 
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me and to buy from somebody else; that is direct; that is not in- 
direct. 

Mr. Roosrvettr. If he gives him good reasons why he should buy, 
Ming is not in the form of coercion, of course, he would have the right 
to do so. 

In other words, if he is just trying to sell his product, he has a full 
right to sell his product against your product. 

r. Repprne. That is correct. 

Mr. Roosrvett. But if he says he will not do something for the sta- 
tion owner—— 

Mr. Repprne. I agree that would be indirect pressure. 

Mr. Roosevert. All right. 

Mr. Arnold, do you have any questions? 

Mr. Arnotp. I take it, in the course of your business you call upon 
many retail dealers throughout the San Diego area; is that correct ? 

Mr. Repprine. Yes, sir. 

Mr. Arnoip. During these visits to these dealers, have you noticed 
or do you know, to your own personal knowledge, whether the dealers 
feel free to prominently display any TBA item or auto part which is 
not authorized or approved by the oil company suipntion’| 


Mr. Repptne. Well, most of the fellows have their own leases; they 
display whatever they so desire. But there is very few Texaco stations 
that have a lease that they will put any Pennzoil or any Quaker State. 

A lot of the fellows feel loyal enough to the company that they 
actually make more money on their original products than they do 
Quaker State and Pennzoil and so on, so naturally they would displa 


their own products more than they would competitive or an off brand, 
as you would classify that. 

Mr. Arnotp. Well, to your knowledge, would the retail operator be 
afraid of displaying competitive items to those of the company for 
fear of any possible retaliatory action ? 

Mr. Repprne. Oh, they would be really criticized. If they would 
walk to a station at Pacific Beach, which is a beautiful station out 
there, and he has a highboy with Quaker State, and every time the 
merchandiser or salesman calls on him that is one of their main topics, 
is to please dispose of it and put it in the back end. “You can 
handle it, but hide it.” 

Mr. Arnotp. That is the topic used by the Texaco representatives? 

Mr. Reppine. Yes. 

Mr. Roosevett. Well, thank you very much, Mr. Redding. We 
appreciate — coming before the committee, and if you would 
leave the exhibits here for the reporter, we would appreciate having 
them, and the other letters. 

Mr. Repprne. This one here is not pertaining to this one here 
because it is indirect, it is not even pressure, so you would not be 
interested in this one. 

Mr. Roosevett. The committee would rather not have that, I think. 

Mr. Reppine. And all the things other than this here that I have 
is that they have the right to use that indirect pressure, which I class 
as indirect pressure, as of your statement. 

Mr. Roosevett. As of today they do. 

Mr. Repprne. O. K. 

Mr. Roosgevetr. Thank you very much. 

Is Mr. Homier here? 
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Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Homer. I do. 


TESTIMONY OF RANDALL E. HOMIER, SAN DIEGO, CALIF. 


Mr. Roosrvett. Mr. Homier, would you give to the reporter your 
name and business address, and the name under which you carry on 
your business ? 

Mr. Homier. My name is Randall E. Homier. 

Mr. Roosreve.tr. Would you speak up as loudly as you can, because 
the people in the back of the room there, I do not think can hear you. 

Mr. Homrer. I operate under the name of Randy & Ken’s Richfield 
Service, located at the corner of 47th and Logan. ’ 

Mr. Roosevetr. All right, sir. 

Now, Mr. Homier, would you care to go ahead in your own words, 
rlease. 

Mr. Homer. I have two complaints, one of pressure concerning the 
gas war, and the other one of undue pressure concerning TBA. 

The gas—lI started out, they approached me to lower my prices when 
competition in the area dropped to 27.9. 

However, I agreed to go along, on the assumption that they led me 
to believe that my margin of profit would be 4, and 414 cents after 
rent. 

However, at the time he presented me with the papers to sign, I 
contested that idea because they had neglected to subtract the 1.8 cents, 
which was the directed minimum. The minimum was 29.9, and we 
were selling for 30.9. 

The representative, Harvey Miller, told me that was not so. We 
argued for a while, and he said, well, the 1.8—they told me that the 
1.8 above the 29.1 directed minimum was not rightfully ours, that we 
had taken that over a period of 2 or 3 years on our own as added profit. 

Well, I still objected. I told them that I was not going to—not try- 
ing to be antagonistic, but that through my own conscience I wanted 
to protect my own investment, and at that time I didn’t believe that my 
dropping to 27.9 would help me in the least. 

In fact, I thought it would hurt me. And so he left the signs there. 
He had the price signs with him. He left the price signs there, and 
that was on a Saturday. 

And on a Monday, Mr. Ed Weir, of the Richfield Oil Co., called 
me on the phone and tried to persuade me to drop my price to 27.9. 

His reasons were that the company believed in meeting competition 
and that, after all, the Richfield Oil Co. was not satisfied with my 
present gallonage. 

So I told him that—I told him the same thing that I told Mr. Miller, 
that I was not trying to be antagonistic, but 1 felt that under the cir- 
cumstances I could not possibly afford to drop to 27.9. 

Due to the fact that the gas war was proceeding at such a rapid rate 
and that the prices in many of the areas was already down to 20.9, 
that dropping to 27.9 would not get me anywhere, and if it was at all 
possible or probable that in our area it may never go below 27.9, I 
would be in a very bad predicament. 
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Mr. Roosrvett. Mr. Homier, may I interrupt you there ? 

Mr, Homrer. Yes. ’ 

Mr. Rooseveir. Your area was not within the area, then, of the price 
war at that particular time? 

Mr. Homer. It was not in the area of this local, the center 

Mr. Roosrvetr. The local price war, the center? 

Mr. Homtrer. Yes. 

Mr. RoosEve.t. So that if you had cut your price at that time you 
wane have been more or less the leader in cutting the price in your 
area 

Mr. Homer. No. The station 

Mr. Roosevetr. What other one would have been? 

Mr. Homurr. The station down the street, the Mobilgas station, 
had cut to 27.9. I was to follow them. 

Mr. Roosrvetr. All right, I see. 

Mr. Homrer. Then he told me that he tried to get me to drop, by say- 
ing that if I kept my price at the present level that I would be over- 
charging my customers, due to the fact of competition in the area. 

He also stated that Redman of Redman’s Richfield Service, which is 
about six blocks from my station, wanted to go down in price and 
could not go down in price, because I had to be the leader, that is, I 
had to follow suit after the Mobilgas, and he had to follow suit after 
me, and I was holding him up. 

Mr, ArnotD. Were you nearer to the Mobilgas station than Red- 
man ¢ 

Mr. Homurr. No, my station is nearer to Redman. 

Mr. Arnoxp. In other words, who was nearer the Mobilgas station 
which was selling 

Mr. Homrer. I am nearer the Mobilgas station than he is. 

Mr. Arnotp. So, unless you met the competition of the Mobilgas 
company, I guess Mr. Redman could not use the excuse that he was 
trying to meet competition because he was further away from it than 
you. 

” Mr. Homrer. Yes. They considered me his competition, being di- 
rect competition of the same oil company. 

So I still refused, and I told him—well, he told me again, he said, 
“Well, we are not too satisfied with your operation.” 

And the conversation I tried to end as quickly as possible. I was 
not interested in lowering my price, and I told him so. 

And he called me the next day and asked me if I decided to lower 
my price, and I said, “No.” 

So he said, “All right, you are not being very cooperative.” 

So the next Sunday the Mobilgas station dropped to 24.9, and at 
that time he called me and asked me if I wanted to drop my price and 
IT said, “Yes,” I would go to 24.9. 

Mr. Roosrverr. In other words, Mr. Homier, you felt as long as 
there was only the difference of, let us say, 2 or 3 cents, that you 
could meet that competition without dropping your price? 

Mr. Homier. Yes. 

Mr. Roosevett. But your company still wanted to put pressure on 
you to drop it? 

Mr. Homrer. Yes. 
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Mr. Roosrvetr. However, when they went down to 24.9, you felt 

there was too much spread, and you were justified in dropping your 
rice? 

Mr. Homrrer. Yes. I felt as if the amount of business that I would 

gain by dropping to 27.9 would be negligible, and that the amount of 

profit that I would lose would be such that it would put me in a bad 

situation at that time. 

However, the 24.9 was such a wide spread that I would lose too 
much business. So even then, dropping the regular price, I took a 
drop in margin of profit of 1.8 cents a gallon, and the rebate that we 
received is not given back to us until the 20th—the 20th of the follow- 
ing month. 

Mr. Roosevetr. Did you receive an immediate subsidy or rebate 
the minute that you dropped your price? 

Mr. Homirr. I signed a paper of the subsidy immediately. How- 
ever, I have still not received a copy of it. I asked for a copy at that 
time, but they said, “No.” they could not give it tome. It had to be 
taken back to the office, verified, and sent back to me, even though I 
requested it. Not that I don’t trust them, but that is one of the things 
that I can’t quite understand. 

So then when it came time for Redman to drop, they wouldn’t let 
him drop, which, in turn, throws a load on me, due to the fact that 
in selling regular gasoline, my regular sales had gone way up, and 
for each gallon of gasoline I sell I lose one penny, until I am rebated. 

So over a period of time, it would—it puts me in a bad spot finan- 
cially, that is. 

I was under the impression at the time that I dropped my price to 
24.9 that Redman would be able to follow suit. However, he wasn’t 
able to. That is all I have on the gas. 

On the TBA’s 

Mr. Roosrveitr. What is happening to Mr. Redman; is he holding 
his own? 

Mr. Homter. No, he has quite put out about it; in fact, he voiced 
his opinion to Mr. Weir. 

Mr. Roosrverr. Why couldn’t he do it? Isn’t he an independent 
businessman? Can’t he lower his price if he wants to? 

Mr. Homer. He can lower it, but they won’t subsidize him. 

Mr. Roosrvett. They won’t give him the same subsidy that you get ? 

Mr. Homrer. They won’t give him the same subsidy that I have; no. 

Mr. Roosrvetr. Have you fairly good proof of that statement, that 
you were getting a subsidy and they won’t give it to him? 

Mr. Homrer. Redman; he will verify it. 

Mr. Roosevert. Would you give vs AE. Redman’s address, please ? 

Mr. Homrer. It is at the corner of 43d and National Avenue. 

Mr. Roosrvett. 43d and National Avenue? 

Mr. Homer. Yes. 

Mr. Roosevett. Because, you see, obviously there is discrimination 
between you and somebody right in your own district, and right close: 
to you under those circumstances. 

All right, sir; you may proceed. 

Mr. Arnold, you have a question ? 

Mr. Arnon. Could you place the date, insofar as the month is con- 
cerned? You said this happened on Saturday, and Monday; I take 
it this was during this month? 
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Mr. Homer. This was during this month; yes. It was 2 weeks ago 
last Saturday that he contacted me—wait a minute—yes, 2 weeks ago 
last Saturday, I believe, that he contacted me first, the first contact; 
a week ago last Sunday I dropped my price to 24.9. 

Mr. Roosrveur. All right, would you like to proceed on the TBA? 

Mr. Homrer. Well, TBA started out—I have only been in the station 
for about 10 months. 

The TBA program, as I understood it, was to be set up and we 
were to have a local supplier. We were told at that time, just like 
you say, that they receive a percentage of the TBA items from the 
manufacturer, and they told us at that tme it was used for advertising 
and whatnot. 

We went into the station, and shortly after we were there, we pur- 
chased a load of used tires, a quick deal, whereby we were going to 
sort out all the used tires and use them for our own—to build up our 
own used-tire stock, and at that time we put them in what they classify 
as the wash rack for overnight, so that nobody would go for them, and 
we were going to get rid of them. 

Well, they found out about it and came out there, and told us that 
we were in violation of lease, and that they were going to—if we did 
not do something about it—they would turn in violation of lease, and 
numerous threats were made at that time. 

Mr. Roosrvett. What do you mean—do you know what they meant 
when they said you were in violation of lease? 

Mr. Homer. They said we were in violation of the maintenance of 
the station because we had tires stored in the wash rack, which was a 
poor maintenance. 

Mr. Roosevett. Do you know what provision in the contract they 
were referring to? 

Is there a provision in your contract on maintenance? 

Mr. Homrer. Yes. We have to maintain the station in a proper 
manner. 

Mr. Arnotp. And they use that provision to say that you could not 
have these used tires in the wash rack overnight? 

Mr. Homrer. Yes. 

After that we disposed of all the tires in excess, and the ones 
that we felt were good enough for resale we stacked them in a proper 
manner, and the ones that were worth a small amount, a dollar or 
a dollar and a half, we have some people that come in there for 
tires who just want them to last for a few days, we stacked them 
in the back of the lot in a very neat manner, and it was brought 
to our attention 3 or 4 times after that that the station, due to the 
fact that those tires had not been removed, the station was in poor 
maintenance, and we were not cooperating, and there would a 
violation of lease turned in unless we meal get rid of the tires. 


In between the time we purchased those tires and this last issue 
I spoke of, we —_ or we took on nickel silver batteries on 


consignment. y asked us, a representative from the oil com- 
any, Mr. Miller, asked me why we had taken on those nickel silver 
batteries, and I told him that it was a very competitive battery, 
and that the margin of profit was such that it was lucrative to us, 
and we felt at that time it would be wise business to do it. 
Since we had a good number of sales, lost a good number of sales, 
on Goodyear batteries which were priced at too high a price and were 
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not competitive, we felt at that time it would be wise business to use 
the other batteries. 

So then we took on a consignment of Dynamo batteries. I was 
approached by Mr. Weir and Mr. Bob Haefner, also of Richfield 
Oil Co. 

Mr. Haefner started the conversation by saying, “Randy, what have 
we done to you to deserve this?” 

I told him I didn’t know what he was referring to. He said, 
“Well, Randy, this station is just the dirtiest station that we have 
in the whole area.” 

Well, at that time I knew that that was nothing short of a lie, 
but I knew what he was getting at. 

Eventually he did come right around to what he was referring to, 
and that was the batteries. 

He asked me the program of the Dynamo battery, and I told him. 
He asked me the quality of the battery, and we discussed that, and 
I admitted in all probability the Dynamo battery was inferior in 
quality to the Goodyear battery. However, it was not competitive, 
and I felt that I had to carry a competitive battery. 

Mr. Roosrvett. You mean competitive in price? 

Mr. Homier. Competitive in price, yes; not in quality. 

So he said, “Well, if we had a Goodyear battery program which was 
competitive to the Dynamo battery program, would you carry it?” 

And I said, “Yes; I would.” 

And he said, “Randy, why don’t we get rid of this junk, then?”, 
and I said, “I won’t get rid of it until such time as you do provide 
the type program you spoke of, and maybe even then I won’t get 
rid of it.” 

So then they went away and they weren’t too satisfied with the 
situation, and it wasn’t very long after that that I had a Coca-Cola 
sign out in front of my station advertising Coca-Cola on the top. 

It was a nonpermanent type of sign and the type of sign that could 
be moved, with Coca-Cola on the top. 

Mr. Arnotp. Let me interrupt you. When you say a nonpermanent 
sign, would you tell us, could you put up a permanent sign on your 
station advertising, say, Coca-Cola, advertising batteries or any other 
item which is not approved ? 

Mr. Homier. No, because the lease states we cannot change property 
or—well, we can’t put anything there that is permanent without the 
permission of the company, that is because of mutilation of property. 

Mr. Roosevett. That is correct. That is a standard provision in all 
leases. 

Mr. Homter. Yes. 

Mr. Arnotp. But that provision also, whether it is legal or not, 
assuming it is legal, would prevent you from putting up signs, perma- 
nent signs, at least advertising items competitive to those approved by 
the company ¢ 

Mr. Homter. Yes, we cannot put up any permanent signs unless 
they approve it. 

This was a nonpermanent sign. It advertised Coca-Cola on the 
top, wheel balancing below that, and motor tuneup below that. 


_ Iwas at work one morning. Bob Haefner and Harvey Miller came 
into the station. 
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Mr. Roosevetr. They are both Richfield representatives 
Mr. Homrer. Both Richfield representatives. 
They were there, I would say, for approximately half an hour. 

I was very busy, I did not have time to talk with them, and after 
they were there about half an hour, the Coca-Cola maintenance truck 
drove in. 

He walked over to me and told me that he had orders from—that his 
boss had received orders from some Richfield representative to come 
out and pick up the Coca-Cola sign. 

So I said, “Well, you go back and tell your boss to tell the Richfield 
representative, whoever “he was, that I told him not to take it.’ 

Well, Bob Haefner had heard the conversation and he walked over 
and asked the Coca-Cola man, “Are you here about the sign ?” 

And he says, “Yes.” 

“Well,” he says, “take it away.” 

So he took the sign, and I was quite mad at the time. 

So I didn’t have too much conversation with him after that. 1 just 
told him I didn’t have too much time for them. If they wanted to say 
something, and in no uncertain terms, to get into the point. 

And he said, “Randy, I just want to say we apologize and wanted 
to tell you that we had made arrangements to have the sign taken 
away, but Iam sorry we didn’t get here sooner.” 

So the next morning I called Mr.—that was the following day— 
the following day I called Mr. Weir, of Richfield Oil Co. , and I told 
him I was very put out abqut the situation, that I had turned my lease 
and the tire situation over to my lawyer, and an argument ensued, and 
I told him that—he told me that I was in violation of lease, that 1 had 
no right to put up that sign advertising Coca-Cola, and that, besides 
that, was motor tuneup in my lease, and I s said, “Yes, we had agreed 
to that.” 

He said, well we cannot put a—“you cannot have a Coca-Cola sign 

put up because if you have a sign advertising Coca-Cola you would 
fata a sign advertising 7-Up, and why wouldn't you have a sign ad- 
vertising Champion spark plugs, and the place would soon be littered 
with signs.” 

I told him I was not interested in Coca-Cola, I was interested mostly 
in motor tuneup and wheel balancing, which was on the sign, and 
which was at no added cost to me. 

So I told him at that time, if he wanted to argue any further, he 
could argue with my attorney, and he said he didn’t want to talk with 
my attorney, and I said, “You either have the sign back there tomorrow 
morning at 10 o’clock, or I will have it in court.” 

So at 8:30 the next morning the sign was returned, and they did 
come out and apologize for it. 

However, I felt it was a little bit too late for that; and that is about 
all of my testimony. 

Mr. Roosevetr. Did you have to pay your attorney a fee for that? 

Mr. Homtrr. No; we have under a retainer 

Mr. Roospveir. You have him under a retainer ? 

Mr. Homer. Yes. 

Mr. Roosevetr. In your opinion, if you had-gone to court, do you 
think you could have processed it through, the entire proceedings? 

Mr. Homirr. Well, myself I don’t know. Financially I would not 
be capable of doing that. It depended, of course, on not being too 
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familiar with law, I don’t know just how long they could have stayed 
it, put. it off. 

Mr. Roosever. In other words, if they had really fought you in 
the court, you don’t believe that your financial resources would have 
enabled you to carry through to the end? 

Mr. Homirr. No; never. 

Mr. Arnoxp. I have no questions. 

Mr. Roosreve.t. Mr. Homier, I think you have given us a very clear 
picture, and we appreciate your coming before us. 

Thank you, sir. 

Mr. C. M. Stalker, the president of the Retail Petroleum Dealers 
Association, San Diego, please, 

Will you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Sratker. I do. 


TESTIMONY OF C. M. STALKER, PRESIDENT, RETAIL PETROLEUM 
DEALERS ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Roosevert. Mr. Stalker, counsel has shown me this morning 
the minutes of the Retail Petroleum Dealers Association of San Diego 
which, I believe, were made available to him by you. 

For the record I want to say that counsel has examined them, and 
can find no evidence whatsoever from the minutes of your meetings 
of any attempts to arrange or to conspire to arrange price-fixing 


arrangements of any kind. 

I would particularly and specifically like to ask you whether—this 
is under oath, of course—whether these are the true and accurate 
minutes of all of the meetings of the association ? 

Mr. Sratxer. To the best of my knowledge they are. 

Mr. Don Cartwright, our executive secretary, will be on the stand 
later in the day. Mr. Cartwright is familiar with, the office, and he 
can answer for sure, but I feel very sure in my own mind that they are. 

Mr. Roosrvatr. All right. 

Mr. Arnold would like to ask you one question, please, sir. 

Mr. Arnorp. I did receive the minutes from Mr, Andy Grayner, who 
is an officer of the association, and I am sure they are the true minutes. 

I find nothing in the minutes, as Mr. Roosevelt indicates, which 
would show in anyway that the retail association, the Retail Petroleum 
Dealers Association of San Diego, has engaged in any practices which 
would be the subject of criticism, particularly insofar as the charge 
was made yesterday. 

I would, however, just to be absolutely sure, like to ask you one 
question about the minutes of the board meeting of the Retail 
Petroleum Dealers Association of San Diego County on June 9, 1955. 

In those minutes, and I read from them now, it says: 

Joe Lundy discussed the pricelist that would be given to all service stations. 
He suggested average prices for services. Also suggested that price lists have 
space for all direct supplies and advertising space. 

Now, I have discussed this particular statement with you, but I 
would like to have your explanation for the record. 
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In other words, what price list are they referring to? What is 
the subject matter of the statement ? 

Mr. Starker. Our association at all times—in fact, I will go into 
the policies, the main policies of our association later in this testi- 
mony—but naturally and practically so, the policy of our association is 
to recommend to dealers sound business management. 

In regard to these service prices that you speak of, Mr. Arnold, they 
are published in trade papers in different sections of the country. Due 
to economic reasons, there may be, in fact I know there are, reasons in 
some cases why we should be lower here, I cannot recall any of higher, 
but—— 

Mr. Arnowp. These are service prices for what? 

Mr. Sratxer. Lubrication, tire repairs, the general service work 
around a service station. 

Mr. Arnotp. They do not relate in anyway to the retail price of 

line? 
ie. SraLKker. No, sir. 

Mr. Arnoxp. I believe that is all I have to ask at this time. 

Mr. Rooseveit. Mr. Stalker, will you then proceed with your testi- 
mony in your own words, please, sir. 

Mr. Sratxer. I would like to start out with an apology, Mr. Roose- 
velt. I would like to say that I come before this committee in despera- 
tion, as I believe most dealers in San Diego County and, I further 
have every reason to believe, in the entire Nation, according to trade 
papers, are at the present time. 

I have been connected with the oil industry in various capacities 
for the last 28 years. I believe that this has been the roughest year in 
my life. 

Mr. Rooseveit. You are a station operator ? 

Mr. Sratxer. I am a station operator. 

It has been a rough year both from the standpoint of my own 
company, and I am a Union Oil dealer. 

I believe, in fact I know, that many other dealers from other com- 
panies have the same opinion as I, because they have expressed them 
to me. 

One year ago, Mr. Roosevelt, I would have stood up and fought; I 
thought that the Union Oil Co. has the swellest deal, treated their 
dealers the best, showed more consideration for their dealers than any 
company in the business. 

For reasons that I will bring out later, both regarding Union Oil 
Co. and other companies which have been brought to my attention, 
I no longer feel that way today. I am in a complete quandary in my 
own case about what to do about getting out of the business. 

As I told you, I have been 28 years in this business, and I am at 
the age where it is no longer easy to start another business. 

I feel that I know the service-station business. But if it goes on 
as it has for the past year, there are going to be many of us forced out 
of business. 

As president of this association, I have received literally hundreds 
of calls from dealers in every company—yes, in every major company, 
I will correct that—type of station et many things, mainly about 
pressure on gasoline prices and the TBA items. 
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I want to state further that, as president of this association, I have 
always told the association of my thinking of the company’s rights. 

I realize that my company has a large investment in our station. 
I consider it a partnership deal. I would like for the companies, and 
our association has begged since its inception 7 years ago, to be able 
to sit down around a conference table with our executive secretary, 
our executive board and, possibly, other board members, and discuss 
these problems with the companies. 

That, to date, has not been accomplished. 

I realize further that they are not in business to sell gasoline and 
oil. The question has come up regarding motor tuneup, brakework, 
and some of these other items. 

In my own case, I have not been criticized. I know that. other 
dealers have. However, it is a policy, and I would be glad at this 
time, without my talking to any of my men, for you gentlemen to 
get any of my men down here and a a busy time, such as Friday 
evening from 3 o’clock on, and on Saturdays up until 2 o’clock, we 
do not—anyone slips on using a rack for a brake job, anyone ties 
himself up with a — job, I condemn him because I realize that 
we are primarily to sell the company’s product. 


We do not always agree in our board, as it is true, I believe, in any 
group, on all policies. 

I, for one, have never had a quart of anyone else’s oil in my station. 
It is my recommendation that no dealer, — of what company 
he represents, has a quart of anyone else’s oil. 

My feeling in this is that the company backs us up with hundreds 
of dollars in advertising, and there are two main products, gasoline 


and oil. 

I think if I did not feel that our Royal Triton and Triton were the 
best oils on the market, if I didn’t want to use them in my own car, 
1 would certainly go to some other type of operation. 

However, I do feel that in some of the other items, that some of the 
things that oil companies are ridiculous. 

For instance, Wynnsoil, it was mentioned in testimony by a Texaco 
dealer, that a company representative tore a Wynnsoil sign off his 
station. 

Now, Wynnsoil from time to time, along with Bardahl and other 
additives, carry a tremendous amount of television and other adver- 
tising. I feel that a station that has that product available for the 
company, they furnish them racks, I don’t helieve in cluttering up a 
station, but I do feel that if it is not to a point of cluttering, that 
it is to my company’s advantage that I display Wynnsoil or Bardahl, 
because a man may watch this television program tonight, and he 
comes by my station and stops for the stop sign in the morning, and 
looks in and sees Bardahl, and if he has been sold by the gentlemen 
on television, he buys a can of Bardahl. 

I hope that by outstanding service and very good treatment at my 
station that even though he is a customer of another company, so far 
as petroleum products are concerned, that he will be my customer, the 
Union Oil Co.’s customer. 

Mr. Arnoxp. Do you feel perfectly free to have a Bardahl sign or a 
Wynnsoil sign in your station? 

Mr. Sratxer. I do; yes. 
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Mr. Arnotp. Do you believe that other retail operators of other 
oil company suppliers have freedom of choice in displaying Bardahl 
or Wynnsoil or any other item competitive to oil companies? 

Mr. Srarxer. I have definitely been told, and it has been brought 
out in the testimony here, that they do not. 

Mr. Roosrveur. Mr. Stalker, may I ask you one other thing about 
carrying other oils. Your contract regarding oils with the Union Oil 
Co. does not, unless I am mistaken, and if I am, please corect me, does 
not say that you must carry exclusively Union Oil products; is that 
correct ? 

Mr. Srarxer. I don’t believe that it does; to the best of my knowl- 
edge it does not. 

Mr. Roosrvett. Now, if it does not carry that, would you feel free 
if a customer came into your station and said that he believed, let us 
say, in Pennzoil, and that he would like to buy your gasoline, would 
like Union Oil gasoline, and he liked your services, but he wanted to 
use Pennzoil in his automobile; would you feel that he had the 
right to make that request of you and if, having made it, would you 
feel that you had the right to go out and supply his request? 

Mr. Srarxer. I have on a few occasions. However, insofar as 
stocking this product, again I want to remind this committee that this 
is only my own opinion, that I cannot carry the brands of oil of each 
of the dealers represented here. 

I cannot carry Pennzoil, Quaker State, Hyvis, and all the rest, 
and I feel it is my duty to start with, or I would like to change that— 
that it is first I am sold on my company’s product; secondly, that it is 
my duty to the products that they mainly carry, the gasolines and oils 
that they carry. I want to emphatically emphasize that I do not think 
this true of TBA items, because they are not that type of business. 

Mr. Roosgvett. Mr. Stalker, what I want to get at is this: I would 
personally believe you had a complete right to push the product of 
your company, and you, having a belief in it, that you would try to sell 
that as the best oil. 

However, if you had sufficient demand in your particular area for 
Quaker State or Pennzoil or some other oil, is it not part of the 
freedom of choice and the right of the customer, if you have that 
demand, so that you should have the right, not that you should be 
forced to, but that you should have the right to stock those other 
oils, if there was demand in your area without losing your franchise 
to sell your products? 

Mr. Starker. Definitely. This is a free country ; God help us keep 
it free. 

Mr. Roosevert. And, therefore, any pressure or threat to you, if 
you satisfied the demand in your area for other than Union Oil prod- 
ucts, would be very distinctly a disservice to the entire economy and 
to the locality and to the good of the consumer and to the good of 
everybody concerned; is that a correct statement ? 

Mr. Sratxer. That is a correct statement. 

Mr. Roosevertr. Thank you, sir. 

You proceed, please. 

Mr. Ream I come before you mainly and, as I told you before, 
as a service-station dealer. I have many names—at sales meetin 

T am called an independent businessman, A few days or a few wee 
later, I am told to follow company policy or else. 
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Then, by a man to whom I shall most politely refer to as an oppor- 
tunist, I feel I have been called an economic dictator. 

Mr. Roosrveur. According to the local paper, I guess I am the one 
who is advocating that. [Laughter.] 

Mr. Srauxer. I am learning many things, and will be much more 
careful in the future about the forming of opinions. I will watch 
actual voting records of public officials. 

Again I realize that major oil companies spend millions of dollars 
in advertising, and that very mysterious money comes from somewhere 
as in the recent Lundberg article in the local papers, but we are poor, 
forgotten men, and cannot afford expensive advertising. 

Headlines, as I would have—as I feel would have been much more 
in line, and the consensus of opinion of a majority who listened to all 
the testimony at yesterday’s hearings are, in my opinion, as follows: 
“Representative Roosevelt champions the forgotten, trampled men.” 

But the headlines built by a man of Lundberg’s character were, 
“Representative Roosevelt accused at gas price war hearing. Plans 
cartelized economy.” 

In the case of an oversupply of gasoline, why can’t we, as dealers, 
benefit, carrying this benefit on to our customers, the oil company’s 
customers, in a reduced tank wagon price, instead of giving it to a 
preferred few ? 

At this point I would like to request the committee that I read 
a statement or a paragraph from a book that was written by Mr. 
Lundberg, the man who was before this committee yesterday. Is that 
in order? 

Mr. Roosevenr. Yes; it certainly is, Mr. Stalker. 

Incidentally, Mr. Lundberg gave me a copy of it yesterday, too, 
so I will follow you, if you will tell me where you are reading from. 

Mr. Sravker. This is on page 52 of Mr. Lundberg’s book. 

I was given this book—I would like to give a little further ex- 
planation at this time—I was given this book about 2 or 3 years ago 
at a meeting that Mr. Lundberg suggested, and with representatives 
and directors of our association. 

Mr. Rooseveit. You mean you have an autographed copy ? 

Mr. Starker. Yes. 

Mr. Roosevett. Youarelucky. He did not autograph mine. 

Mr. Sratxer. I guess that I should feel very honored, but such is not 
the case. 

But anyway, this meeting took place 2 or 3 years ago. In fact, 
we had a dinner down at the Town and Country Club at which Mr. 
Lundberg stated some of his beliefs. There was the unanimous 
opinion of the representatives of our association who were. present 
that Mr. Lundberg was certainly not wanting to act. in our behalf. 

Again I would Tike to at this time read the article, the paragraph, 
that I feel is certainly in definite repudiation to the testimony given 
before this committee yesterday : 

History may prove that even at this writing we have accurately surmised that 
the Echelonic major companies “rebate assistant” projects are but an apologetic 
half-step as they permit those dealers to die who must. For far more helpful 
to their dealers would be a major wholesale drive against serve-yourself. A 
drop, say, in tank wagon prices to dealers, while, on one pretext or another, 
the rack prices to the self-serves failed to register corresponding price drops. 


This would automatically narrow the margin of difference between self-serves 
and dealers, and inhibit the former for the benefit of the latter. But such is not 
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the case. On the contrary, with rack prices at this period of self-serves’ most 
spectacular growth being cut more than tank wagon prices, and with the Shell, 
Associated and Chevron decals already gracing self-serve and multiple-pump 
stations, it would appear as if the retail representative is actually bringing Joe 
a finely honed razor. 

Mr. Roosgvetr. In other words, the very question which I asked Mr. 
Lundberg about yesterday, to ask his opinion on, in which he proceeded 
to tell me would result in cartelization, in this book he specifically 
advocates. 

Mr. Sratxer. That is right. 

May I say, go a little bit farther for the benefit of this committee—— 

Mr. Roosrvert. I would like to make the observation that, of course, 
evérybody is entitled to change his mind, but obviously Mr. Lundberg 
has changed his mind, for whatever reason. 

Mr. Srauker. I will go into that later, but for the benefit of the 
committee, there are a couple of things I would like to go into here, 
“And inhibit the former”—meaning the self-serve station—‘for the 
benefit of the latter.” 

Our association has never recommended inhibiting the self-serve 
station. In fact, we have 10 members who are operators of self-serve 
stations. 

We have a man on the board that we are very proud of, Johnn 
Carroll, who operates a self-serve station in the 2700 or 2800 bloc 
on Imperial Avenue. He is two blocks from my station, and he is 
one of the swellest fellows that I have ever met, and one of the best 
and most clean competitors that I have ever had. 

Mr. Roosevenr. Mr. Stalker, is there any reason that you can see 
why a self-serve operator does not have a proper place in the industry ¢ 

Mr. Sratxer. None whatsoever. 

Mr. Roosrvert. In other words, your association is not advocating 
the elimination of self-serve ? 

Mr. Stacker. Certainly not. 

Mr. Roosrveur. Thank you. 

Mr. Sratxer. To go a little bit farther in my beliefs regarding 
why I believe that the suggestion that was brought out by the com- 
mittee or in the committee hearings yesterday would be—why the 
suggestions are honest suggestions, I would like to point out that 
Marsten’s, Walker’s, and the most reputable stores in San Diego send 
out invitations to their customers before advertising a special sale to 
the public. 

I cannot say that this is always done, but my good wife—I know 
I read them, | receive letters—from some of these better stores, invit- 
ing her to a special preview in advance of a sale. 

would further like to go on record that I believe it is a very cor- 


rect comparison, that I have never seen a car manufacturer change 
the neeneaiele on any make of automobile and sell through other 


channels for a third off, or a sizable reduction in the case of over- 
production, and we all know that there are overproduction problems 
in the automobile industry. 

Again, Mr. Lundberg contradicted the report by a recognized labo- 
ratory on gasoline quality. Iam very happy about this. 

It was my belief at the time that this report came out, followed by 
advertising of one of the, I believe, major self-serve operators in town 
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calling attention to parts of that report, and I do have that ad for 
the committee if it so desires. 

Publicly and privately, I asked officials of many oil companies to 
repudiate this report in protection to their dealers, and if they could 
not repudiate the report, in other words, if it was factual, that I felt 
that they owed it to their dealers to put the tank wagon—I didn’t say 
to raise the self-serve, I said to put the tank-wagon price to their own 
dealers in line with self-serve so we could be competitive. 

Mr. Rooseverr. Mr. Stalker, may I interrupt you there? I believe 
Mr. Lundberg certainly gave the impression yesterday that the Cali- 
fornia Testing Laboratories, Inc., ida is the laboratory under dis- 
cussion, was not qualified to give this expert opinion in view of the, 
as he said, lack of extent to which they went in examining the differ- 
ent products. 

So I would like to refer you to page 31 of this book which I read 
last night by Mr. Lundberg, and this book is a book addressed, for the 
record, it is called Getting Into Serve-Yourself, by Dan Lundberg, 
the Nation’s top authority. 

The quotation reads as follows; 

In your State there is sure to be some organization like the California Test- 
ing Laboratories, Inc., which is one of the most authoritative laboratories we 
can think of. In a report dated September 6, 1949, according to some corrobo- 
rative material lying around our desk, this laboratory worked up a report on 
the quality of gasoline being sold by a serve-yourself operator anxious to find out 
just exactly how close to the truth he was when he told his customers he was 
Selling them the best gas they could possibly get. 

And then he goes on and says that this is a fine report and one 
which the self-serve operator can rely upon. 

All I can say is if they were good in 1950 when this was put out, 
I would think that the representatives of the State who testified yes- 
terday were perfectly justified in using their report. 

Will you proceed, sir? 

Mr. Starker. I would like to further read from this morning’s 
paper. Hesaid—lI imagine this is Mr. Lundberg— 

Roosevelt is trying to achieve cartelization by trying to get prices under 
controls, to set them high enough to guarantee profits and equalize gasoline 
prices without regard to dealer efficiency, gross sales, regional transport or other 
cost difficulties. 

I think that that is all that is necessary to read there. 

Again our association has offered to help one company I know of, 
and we certainly would be glad to help them all, where they have a 
dealer problem with inefficiency ; we want to see all dealers make a good 
living. We want to see them good representatives of their company, 
and we would be most happy to help their supplier company in any 
way that we can to make a good and efficient dealer out of it. 

Mr. Roosrvett. Mr. Stalker, just to — it officially again on the 
record, your association realizes that, as 1 gather from your testimony, 
certainly the companies have every right to demand efficiency and to 
demand the highest possible service to the public and to the consumer, 
and where they do not get it, they have the right, or reasonable cause 
to take such action against that dealer as may be justified; is that 
correct ? 

Mr. Stacker. That is right. 

Mr. Roosrvett. And you believe in that as an association ? 
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Mr. Srarker. Yes, sir. 

Mr. Roosgveur. Thank you, sir. 

Mr. Starker. I would like to further state that along that line I 
don’t believe that it would be—that that just cause should be handled 
by a cancelation to a dealer that has built up a company, particularly 
for a considerable length of time, without first discussing those prob- 
lems with the dealers; and we hope it should be first discussed with 
our association so that we get a true picture. 

Mr. Roosevett. In other words, you would advocate the setting up 
of grievance machinery through which these grievances could be 
properly adjudicated ? 

Mr. Starker. That is right. 

There is something that I would like to bring out. 

As I told you, a couple of years ago—-I don’t remember the exact 
date, I am sorry, but somewhere around 2 or 3 years ago—Mr. Lund- 
berg met with us. At that time he was the dealers’ champion. 
According to his book he is the self-serve champion; and yesterday, I 
believe, and in this ad, unless I am mistaken, he is the jobbers’ 
champion, and it was my understanding—I will stand corrected if my 
impression is wrong—it was my impression that Mr. Lundberg in a 
roundabout way stated yesterday that he was the major oils’ champion. 

Mr. Roosevett. He did. 

Mr. Srarxer. I don’t see how a man can be a champion for four 
different causes. 

Mr. Lundberg has a very peculiar way of doing business, to my way 
of thinking. 

A few weeks ago he came out with an announcement in a trade 
paper that he was going to take all dealers into his so-called asso- 
ciation, just what association, I have forgotten, and I don’t know what 
he had to offer the dealer, and certainly we would not make an an- 
nouncement that we were going to take any other line of business 
into our association without first discussing it with the representatives 
of their trade association, if they had one, or calling a representative 

roup of the business together. I felt that this was a peculiar way of 
oing business. 

I believe, and my belief was substantiated in a very remarkable 
manner, that it was a peculiar way of doing business. 

I received a call at midnight—again my wife can verify it—from a 
council of association meetings in Los Angeles, in which I was unable 
to attend as a representative of this association, to see if we knew 
oe 

his paper had come out on a day of this council meeting, and 


they were very much alarmed. They wondered what was going on, 
I think that they had quite just rights to wonder what was going 


an 
on. 

Some of this is disconnected, I know, but there is much ground to 
cover in order that this committee knows all the facts. 

Mr. Lundberg et to my belief and to the belief of others 
with whom I talked that were at this hearing, said that this war 
started, with the exception of three dealers, 1 believe, anyway, it 
started by dealers here, somewhere after the first of August. 

I have a confirmation copy of a wire sent to you, Mr. Roosevelt, 
on April 7, and I wish to read it into the record. It is to the Honor- 
able James Roosevelt, chairman of the Small Business Subcommittee, 
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care of the county courthouse. This was at Los Angeles; we didn’t 
know where to reach you. 

My Dear Mr. Roosevettr: I was not advised of date set for investigation in 
Los Angeles until newspaper story. I am sorry, but I cannot be in Los Angeles 
now as the low-cost selling suit involving three dealers is in process here. 
Also a grand jury investigation now starting here aginst oppressive practices by 
major gasoline companies on their leading stations. Feel it important to dis- 
cuss problems with you before your return to Washington. Can you come to 
San Diego, or otherwise arrange? Please advise. 

That is signed “C. M. Stalker, president, San Diego Retail Petro- 
leum Dealers Association.” 

Mr. Roosrveitr. What is the date of this telegram ? 

Mr. Starker. The date of this telegram is April 7. 

Mr. Roosevetr. 1955? 

Mr. Stratker. 1955. 

Mr. Roosevetr. I received it in Los Angeles, and it is part of the 
committee record. 

Mr. Sratxer. I brought that into the record certainly to substan- 
tiate that this feeling of disaster among dealers does not just go back 
3 weeks, Mr. Roosevelt; it goes back to about September 1 last year. 

Some of this I may be repeating. The policy of our association— 
I did not have a copy of the policy, I am not sure if we have one— 
but to the best of my ability these are some of the things that we hope 
to achieve as an association: To help dealers stay in businss by a just 
margin of profit, not trying to set price. 

At this time I want to bring out that never have I made the state- 
ment, and I don’t believe that a spokesman that had any authority for 


this association, I don’t know of even — member, in suggesting a 


gasoline price. The only thing that we have ever worked for is a 
margin on gasoline, that difference between the tankwagon price and 
the price that we sell for. 

Mr. Roosevett. Would it be proper, in order to put it into popular 
terms, to say that was your commission for selling the gasoline? 

Mr. Stacker. Yes, I believe that I can see no reason why that should 
be. 

Now, my own books, and a number of dealers in this room, in fact 
all the good dealers, I believe, keep a set of books—I think that they 
know what margin of profit they have to sell for. 

We, as an association, went to great expense, an expense which we, 
as a poor group of dealers, actually couldn’t afford, to have a recog- 
nized business-management service practicing in service stations or 
specializing in service stations, and I believe the best in the business— 
he is recognized as such not only in San Diego but in other sections 
of the State of California, the Jim McHenry Co.—to make a cost 
survey which covered about 168 stations, this cost survey is a matter 
of court record. 

That cost survey, if my memory serves me correct, shows it was 
necessary for a dealer to have a margin or commission of 5.8 on regu- 
lar gasoline and, I believe, 6.2 on ethy] gasoline. 

Mr. Arnotp. Could I interrupt there for a moment, with the chair- 
man’s permission? Could I get this introduced in the record? 

Mr. Roosrvett. Yes. 

Mr. Arnotp. I have here a tabulation titled “A Cost Survey—Three 
Basic Types of Operation. Retail Service Stations, San Diego Coun- 
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ty”, and I would like to ask you whether this is the cost survey pre- 
pared by the Jim McHenry Co. to which you refer? 

Mr. Sratxer. This is the survey to which I refer. 

Mr. Arnot. With the chairman’s permission, could this be intro- 
duced as an exhibit at this time? 

Mr. Rooseve.t. The exhibit will be inserted at this point. 

(The document referred to follows: ) 


A cost survey—Three basic types of operation retail service stations, San Diego 
County 


24-hour operation, | 14- to 18-hour opera- | 12- to 18-hour opera- 
highway and semi- tion, commercial tion, residential and 
commercial sta- and semiresidential semicommercial sta- 
tions stations tions 


Ps ee | . 
Goons eee A. te Fee dk |$174, 012. 76 . , 
Cost of sales $122, 995. 7! ' , 885. : $55, 253. 68 


Gross profit , 017. . , 659. 69 | ‘ $19, 925. 98 
Total ex , 324. \ | 
Net profit 

Owner-operator hours expended - -- +| 





TOTAL SURVEY AVERAGES—COST OF ALL OPERATIONS 





Gross profit 
Expenses 
Net profit 


Mr. Sratker. I would further like to add, to my knowledge, that is 
the lowest cost survey taken anywhere in this Nation and, due to the 
pressure of the past year or more, there have been many made. 

I understand that in the South it has gone as high as 9 cents. In 
Fresno, Calif., 1 am sure, if my memory serves me correctly, it was 7.2. 

So, 1 feel all the way through, I wish to point out again that our 
association has certainly tried to do what was right. We have tried 
to be conservative in all things. 

Mr. Roosrvetr. Mr. Stalker, at this point may I ask you a question, 
and I am asking a question, I am not advocating something, I want 
to make it very clear, so you won’t accuse me of advocating something. 

It is true, is it not, that the price of the gasoline which is paid by 
the consumer, by the public, is made up of three basic things: First, 
the taxes that have to be paid per gallon; second, the price which you 
have to pay to the company when you receive the gas into your tank; 
and, third, the additional amount that you have to add on in the way 
of commission to enable you to operate your distribution business. 

Are those the three basic elements ? 

Mr. Srauxer. Yes, sir. 

Mr. Roosevert. The basic element, therefore, the fluctuating ele- 
ment, if you had a fixed commission, would at all times, because the 
taxes are also fixed, would at all times be the amount that you have 
to pay the oil companies; is that correct ? 

r. Srauker. That is correct. 

However, I believe that, as in any other wage or commission, that 
that should be left open for adjustment, due to economic conditions, 
and I certainly-—— 
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Mr. Roosrvett. But at any given time that is fixed; is that right? 

Mr. Starker. That is right. 

Mr. Roosevetr. Would it not be wise for the information of the 
public—in most instances today the public is informed, let us say, 
if they pay 30 cents a gallon, they are informed on your pump of the 
amount of your tax, vd makes up that 30 cents, that goes into that 
30 cents ? 

Would it not be wise to inform the public of the amount of money 
in all three categories, so that the public would know what you get, 
what the company gets, and what the taxpayer gets, so that the public 
at all times would have a very clear understanding as to who gets what 
in the total amount that they pay when they buy a gallon of gas? 

Mr. Srauxer. I believe sometimes it is hard to answer a question 
at a moment’s notice. You try to study these things. I believe, 
though, that that would be an excellent idea. 

Mr. Roosevett. Well, I would appreciate it, because I realize that 
it is an unfair question to ask you to give a conclusive answer to, but 
I would appreciate it if you would give it some study, also the members 
of your association, because I think the important facts here are that 
we want the public to know who is responsible and who is receiving 
the different divisions of the price which they pay. 

Mr. Sratxer. That is certainly our aim all the way through. We 
feel if the public were informed about, knew the actual conditions of 
this gasoline war, that it would be corrected overnight. But I believe 
that the public has been very unjustly misled. 

I wish to go on record to further point out what is my belief. We 
have a man in the Union Oil Co., a territory manager, quite a big 
job—he is in charge of all the retail from Santa Barbara south, 
Phoenix, Ariz., Las Vegas, Nev., and it is a big job, and a man that 
I regard very highly. 

I wish to state at this time, and I am going to a little later on pos- 
sibly criticize the Union Oil Co., but I wish to state at this time that 
the Union Oil Co. was most fair; there was no pressure that I know 
of that was exerted on any Union Oil dealer prior to, possibly, 2 
months ago, and then, possibly, I shouldn’t even say pressure then. 
They were—they used a sales program on a deal that I will go into 
later that I don’t think is right. 

But, anyway, Mr. McCarthy followed this gasoline war in San 
Diego quite closely. At several times he was in San Diego I had a 
couple of hours interesting him in it. 

He was very interested in the court’s decision. He expressed his 
belief to me that a dealer had to have a just margin of profit, and in 
my conversation with him I don’t believe that he felt that our margin 
was unjust. 

Naturally, with four majors, namely, Shell, General Petroleum, the 
Texas Co., and in some cases Chevron dealers down approximately 4 
cents below us, it did, no doubt, cause the Union Oil dealers and the 
Union Oil Co. some loss of business. He asked me this question, and 
I remember it very well: “Red, what would you do if you were in 
my position ¢” 

I said, “Mac, that is a difficult question for me to answer. I know 
that you have a problem, but I-can only answer it in this way, that 
I do not know what it costs the Union Oil Co. to put a gallon of 
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gasoline in my tanks, but I do know from my own. books and from 
the survey of the 168 stations what it costs me to put that gasoline 
from my tank into the customer’s tank, and when the day comes that 
I can’t meet my expense I might just as well turn the key and lock 
up right then, Laman I have worked too hard for what few paltry 
dollars I have been able to save in my business to sit there and lose 
them, because I feel that those few dollars will not do me any good 
or do the company any good.” 

Mr. Roosrevetr. Of course, Mr. Stalker, the same principle is true 
of the oil company. If the oil company cannot make a profit, they 
have to turn the key in the lock, too. 

But if I read the financial pages right, none of the oil companies 
are actually going broke at the present time. 

Mr. Sratker. I want to bring that out, too, later, Mr. Roosevelt. 
It is my honest belief that service-station dealers and their employees 
have the lowest paid return per hour in any business today. 

I think that one of our troubles in the service-station business, and I 
believe it firmly, is this: The average service-station dealer, as is 
shown in the survey I wish to bring out in a moment, works over 80 
hours a week, and so on a per hour basis it is very low. I know of no 
dealer who is able to put his employees on a 40-hour week, which is 
certainly recognized in the industry. 

The oil companies, as I understand it, think we can operate on a 
lesser margin, but still, if my memory serves me right, it has been 
about 2 or 3 months ago that Standard Stations, Inc., those Standard 
Stations, which are company-operated stations, received a retroactive 
pay raise of 5 percent to March 1, based on the cost-of-living increase, 
and it is further my understanding that most oil-company repre- 
sentatives received a like, not a pay raise for their particular merits, 
but an overall pay raise. 

But still the dealer can operate on a less margin of profit than he 
did a year or a year and a half or 2 years ago. 

Mr. Arnoxp. Could I ask you a question there? What about the 
dealer-employee? I am not talking about the retail operator, you; I 
am talking about the wages of the retail employee, and what happens 
to him during a price war and to his wages if, let us say, you follow 
the company’s suggestion of reducing your prices which, at the same 
time, will reduce your overall margin or your net profit. 

Mr. Starker. Naturally, one of two things happen: We have to cut 
that employee’s salary, which is already ridiculously low, and which 
I feel would be a definite impairment on our business and the com- 
pany’s business, because it gets him in the desperate attitude that we 
= now in, and he cannot give proper service, or we have to release 

m. 

I know of or have heard of several stations that have had to release 
a man or two during this year. 

Mr. Arnoup. As a trade-association officer, have you heard any 
complaints that the oil companies suggested that the wages of the 
employees of the retail stations be cut during these price-war periods? 

Mr. Sratxer. It is my understanding—I haven’t confirmed it with 
the party—there might be a Union dealer in this room, I won’t name 
names—if he knows that, that the statement is correct, I would like 
to have him verify the statement—but it is my understanding that 
a Union Oil Co. representative, one of the dealers, told him that he 
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couldn’t operate under the program that they suggested, and he said, 
“Well, your man will take a little cut while you are having to take 
one. 

Mr. Arnoup. Can I ask you another question? In San Diego did 
you know approximately where the retail station, regarded as an in- 
dustry, would rank as a labor-employing industry in the community ? 

Mr. Starker. It is my understanding that the service-station indus- 
try ranks third. 

Mr. Roosevetr. In other words, third in the San Diego area? 

Mr. Sratxer. That is right. That is not including, of course, any 
governmental project. 

But it is my understanding that there is the tuna industry, which 
is first, or rather the aircraft industry is first, the tuna industry sec- 
ond, and the retail service station business third. 

I would like to read for the record a copy of a cost survey that was 
taken by the National Congress of Petroleum Retailers in 1953. This 
covers 150 dealers. 

They must have been average or better than average dealers, because 
the average capital investment was $10,473. 

These dealers worked in the year 1953, 4,170 hours, or over 80 
hours a week. 

Their average income was $4,911. 

If we give them a 6-percent return on this investment of $10,473, 
it would amount to $628.38; and, subtracting that from the $4,911 
total net income, it leaves them $1.02 per hour for the hours worked. 

They are independent businessmen, so-called, and I believe that 
either now or very shortly that the minimum wage, according to law, 
is a dollar an hour. I believe this is an unfair situation. 

I would like to further point out that this was based on an average 
margin of 5.95, almost 6 cents a gallon; and in this survey, that there 
was expense allocable to gasoline which was 714 cents per gallon. 

In other words, even back in 1953 they were losing money on 
gasoline. 

I would like to further read into the record—— 

Mr. Roosrevetr. Mr. Stalker, may I ask you this: That would be 
the basic reason why they have to do other businesses, such as motor 
tuneups ? 

Mr. Sratxer. Certainly. 

Mr. Roosevett. I think it was referred to as what you did through 
the back end yesterday. 

Mr. Sratxer. Well, I would like to elaborate on that situation a 
little bit. 

I think that if a man has the proper men, that has been brought out 
that is necessary, but if a man has a good man for that particular 
field, I think, if anything, that we can do on a service station and 
guarantee that that work is right to the customer and satisfy the 
customer, I believe that we are tying him closer to us and to our 
company as a customer. 

Mr. Rooseverr. Mr. Stalker, I do not want to interrupt you, but I 
promised this gentleman—off the record. 

(Discussion off the record.) 

Mr. Roosrvetr. You may proceed, sir. 

Mr. Srauxer. These figures were released by the Texas Co. to the 
American Petroleum Institute, and they covered a period of 14 years— 
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again I believe it was up to 1953—in which it goes into percentages, 
and it shows that roughly the percentages were that the tank wagon 
prices have raised 67 percent, the taxes roughly 17 percent, and the 
dealer margin roughly 15 percent. 

This is on gasoline. 

I would like to further point out in the record in my own case I have 
been a dealer at my present location 9 years. 

The business is over three times what it was when I went in. 

I pay a gallonage rental. At the time that I went in, the rent was 
1 cent per gallon, with the equipment and maintenance furnished. 

Today I am paying 2 cents a gallon, I furnish the equipment and 
maintain it. 

That equipment—to clarify it, I do not own the gasoline pumps 
or my air compressor. I believe that is the only equipment that I 
do not own. 

I would like to get through here as rapidly as possible; I would 
like to go back to a year ago, at the start of the first of this price war— 
this price war, I feel, actually started by, I would say, one—because 
my statement along that, on that, was corroborated by a man last 
night, who happens to be across from a Standard Stations, Inc., at 
Pacific and Rosecrans, in which this company-operated station had a 
reduced price on their gasoline. 

It is my understanding that there were either 2 or 3 stations in the 
area that had this reduced price. 

Naturally, that affected the business of some of the Chevron dealers, 
because they sell the same gasoline. There was no tank wagon reduc- 
tion to them. 

Then I received a call from Garland Shaw, who is a Shell dealer 
on Pacific Highway, stating that he thought that he was going to be 
forced down in price. 

He informed me that 2 company men had been on his station for a 
week—TI won't say there constantly, but they were there every day for 
a week—and that 2 men, local men, that had been there for a week, 
and 2 men had been down from Los Angeles. 

They asked him to go to 27.9, and to the best of my recollection, with 
the exception of these two Standard stations, the going gasoline price, 
the going retail price, was 30.9. 

The self-serves at that time, as a majority, as I recall, were 27.9, 
which—we feel that a 3-cent differential is fair to all parties, and 
when I say “we,” I believe that the majority of the association mem- 
bers feel that way, and I do. 

One self-serve down the street a few blocks from Mr. Shaw was 
selling at 26.9. 

As to the best of my understanding, one of the, or the major point 
in the Shell Oil Co. trying to sell Mr. Shaw into going down was that 
this self-serve was taking all of his business. 

We went down, not to fix price—when I say “we,” there were 2 or 3 
representatives of the association went down, and we pointed out what 
Mr. Shaw would stand to lose if he cut. his margin 1 cent. 

For the benefit of the record, I would like to use round figures. It 
was approximately 6 cents per gallon. He was pumping at that time 
approximately 30,000 gallons, which would give him a gross profit 
on gasoline of $1,800. 
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We did point out to him if he reduced ‘his price and lost’a cent a 
gallon he would have to pump 36,000 gallons to get this $1,800 gross 
profit, and I believe that anyone in the room would recognize the fact 
that in our type of operation, when you can pump 6,000 gallons more 
gasoline without employing a man, and a good man today will cer- 
tainly cost you at least $300—you are overmarined to start with. 

In other words, you are improperly managing the place. 

Finally, Mr. Shaw went down, after the survey—that is a matter 
of court record—a court injunction was granted. 

Mr. Arnotp. May I interrupt there for one moment? Did Mr. 
Shaw ever tell you that the reason he went down was because of his 
supplier pressure 4 

Mr. Sratxer. That is a year ago. There were other men present, 
but that was certainly my understanding. 

Mr. Arnotp. That is all. 

Mr. Starker. He went on down again, to my belief, and again, gen- 
tlemen, a year ago is a little bit far back to remember exact words said, 
but it was my honest belief that, due to pressure, some of the dealers 
went down, and we filed a case for below-cost selling under the Cali- 
fornia Unfair Practices Act against three other dealers. 

Had we had the mysterious money that I spoke of earlier, we would 
have liked to have filed a below-cost selling suit against all dealers 
who were down in price. But, again, we were just ordinary service- 
station dealers and don’t have that mysterious money. 

That case has been settled—I shouldn’t say settled—the testimony 
was completed, I believe that the final lawyers’ briefs for both sides 
have been in about 4 months, and as yet we are very unfortunate in 
not having a decision in that case. 

A little earlier and, I think, many times during this hearing, the 
economic plight or the economic effect has been mentioned. 

I think that the best example, and one which the self-serves, the 
major suppliers, the service station dealers have no part in—I know 
a dealer, and can get testimony according, that put 50 percent in- 
vestment in a new home out at Pacific Beach. 

I have been in the home. It doesn’t have swimming pools or any- 
thing. He didn’t go over his head. It is a very modest home. 

He had a 50 percent, or approximately 50 percent to put into that 
home, and he applied for an FHA loan. 

He told me himself that the FHA—Mr. Arnold can verify this 
statement—last Friday he told Mr. Arnold and me that this FHA 
loan had been postponed by FHA, pending the outcome of this gas 
war. 

I was told yesterday through other sources—I cannot verify this— 
that the loan had been turned down through FHA, and that he was 
having to try, through other sources, to get the loan. 

I certainly feel that that is one of the finest examples that we can 
have, could bring into these records, about the desperate economic 
plight of the service station dealer. 

Mr. Arnoxp. Is this also a problem of the 1-year lease? In other 
words, if you go to a bank and ask for money on your home, or for 
expansion of your business, will the bank tell you, “You only have 
a 1-year lease; we can’t loan any money on that sort of security” ? 

Mr. Srauker. I have heard of such cases. I couldn’t name names 
at the present time. 
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As was brought out a little bit earlier at the start of this war, I 
‘would like to say here I have no malice toward my own company, 
I am very confused. I have no malice toward any of the major oil 
companies, but I am going to point out things that have been pointed 
out to me by various dealers representing various companies, and 
which I feel have a definite bearing on this case. 

A few moments ago we stated that Standard Stations, Inc., were 
down in price at the corner of Pacific and Rosecrans in 1953. 

Actually, to my way of thinking, that was more or less the start 
of this present gas war. 

It carried on through 1954, and it was the fall of 1954, I believe, 
before the dealers were actually forced down. 

Mr. Roosevert. Would you speak up a little bit, because I do not 
think they can hear you. 

Mr. Srauker. Yes, sir. 

Now, at the corner of Midway and Rosecrans there is a company- 
operated station by Standard Stations, Inc., or I think I am using 
the right name, | know it used to be Standard Stations, Inc.— 
anyway, a company-operated unit of the Standard Oil Co. on one 
corner. 

I cannot state whether they own that location or whether they lease 
it, but either way they have a definite commitment. 

Catty-cornered across the street there is a gasoline station where 
gasoline is being sold, the same gasoline, I believe, as is corroborated 

»y a rebrand letter that the Department of Weights and Measures 
submitted yesterday, at a lower price. 

Mr. Roosrvenr., Under what brand name? 

Mr. Sravxer. Hercules. I think definitely—I know that—I have 
been told by a Chevron dealer on Rosecrans Street that his business is 
affected by as far down as Midway. 

To me that seems like such an odd business practice for—it would 
seem to me that they were defeating their own purposes. 

I would like to go into the Union Oil. I said some things about them 
a little bit earlier, but their present program is a consignee program, 

According to the contract that I saw—I have not gone down because 
I didn’t feel that the contract was to my benefit. 

According to the contract that I saw, it was my understanding that 
according to that contract that when I signed it I became a consignee. 
In other words, the Union Oil Co, paid me for my gasoline; I no longer 
had any control, and then I was definitely a commissioned—lI was defi- 
nitely receiving a commission on gasoline. 

Mr. Arnotp. What would that commission be under this contract ? 

Mr. Sratxer. Under the present setup of oil, I believe if I went— 
in fact, I am sure, at the time it was explained to me—if I met competi- 
tion in my neighborhood I would have received 314, and 334 cents a 
gallon, after rent, and I cannot exist on that for very long. 

Mr. Arnoup.. Under this contract with reference to the rest of your 
operation, would you still be an independent businessman with respect 
to TBA and any other aspect, aside from the sale of gasoline? 

Mr. SrauKer. Yes. 


Mr. Rooseverr. Mr. Stalker, for your information, the comuiittee 
has received very full testimony regarding this so-called commission 
type of station. 

It is a growing practice in different parts of the country. 
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It is, as you have suggested, a situation which requires a dual rela- 
tionship between the dealer and the company. 

The company retains control and ownership of the gasoline which it 
delivers. It then sells gasoline and oils completely on a commission 
basis. 

It retains the right to set the price at all times. 

The dealer has no say whatsoever. The dealer, however, in the rest 
of the operation of his station is termed to be an independent business- 
man. 

This is a plan which is being tried by a number of the different com- 
panies throughout the country, and we have varying testimony as to 
whether they think it is successful or not successful. 

But it is not confined to the Union Oil Co., and it is not confined to 
this area. 

Mr. Sratxer. Thank you. 

To clear the record and to—well, to clear the record, my understand- 
ing is the same as yours, with one exception, that I believe I would still 
be an independent—that I would own my own oils and operate as I 
do now. 

The contract that I saw, at least that I understood, that it was gaso- 
line only in this particular case. 

Now, the Richfield—I received a lot of telephone calls back at the 
start of this war which definitely started, well, we might say, in 
earnest—of course, it got down to the disaster stage in the last month— 
but it started in earnest, I would say, about a year ago when, to my 
understanding, this pressure was applied. 

The Richfield dealers received very terrific pressure here locally. 

It is my understanding that a letter or telegram was sent to the 
president of the Richfield Oil Co. stating what was happening, and 
since that time, to the best of my knowledge, that particular program 
was dropped here locally. 

I don’t know, at least until the starting of this war—I believe that 
I heard some testimony that in the last 3 or 4 weeks that there was 
pressure again, but for several months they pulled the pressure off. 

There is another part that I know that there is where the Richfield 
dealers are greatly affected by here locally, and that is that the same 
gasoline, to my understanding, that they sell in their stations is again, 
to my understanding, hauled out of the local Richfield plant in some 
cases to a jobber, the Armour Oil Co., and is marketed under the name 
of Rocket, which I have heard is a branded name of Richfield. 

Mr. Arnoxp. I might say that we do have the report of the bureau 
of weights and measures, which is nonhearsay, and your own testi- 
mony is hearsay, and it is also corroborated, together with the report. 

I don’t think the committee should rely upon the report itself. 

Mr. Srarxer. Anyway, I wish to further point out that up until a 
month ago I know of a station operating at the corner of 16th and 
Market that was selling Rocket gasoline at 24.9, and I was informed— 
that is 24.9 to the public—that a Richfield dealer four blocks away on 
the corner of 12th and Market, paid more than that to his company 
as a tank-wagon price. 

I know further that Richfield Oil Co. credit cards were accepted 
in these stations at that time. 

Again, due to the efforts of the Richfield dealers, that particular 
practice on the credit card has been called off. 
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Mr. Arnold and I, to bring his name into this, because he is a 
witness, we called on a General Petroleum dealer the other day to 
verify a story, and to the best of my knowledge this was about the 
story : that a representative of General Petroleum Co. in a discussion, 
this dealer said: “I think that the reason for this war is to get our 
margin down.” 

This General Petroleum representative said : “Well, I think so, too.” 
He says, “You fellows, when you make too much money, you don’t 
spend enough time on your station and you take too long a vacation.” 

Mr. Arnoxp. Mr. Stalker, would you identify the dealer and also 
the representative with whom he said he had a conversation ? 

Mr. Srauxer. Mr. H. E. Moore. I will get the man’s name for the 
committee. I cannot give you the representative’s name at this time. 
It was stated the other day, but I have forgotten. 

Now, in regard to the Texas Co., there was a statement this morning 
by Mr. Redding, I believe, that he quoted a statement from a vice pres- 
ident of the Texas Co. in which, to the best of my memory, it was 
stated definitely that the Texas Co. was not in the TBA business, 
had no interest in the TBA business, and their dealers were free 
agents. 

rr happened to see this statement, and I started receiving calls from 
the Texas Co. dealers about TBA pressure. 

I remembered this statement, and finally found it in a trade paper, 
found the source—I believe it was in a trade paper—and got this vice 
president’s name, which was mentioned here this morning, and we did 
write to this vice president—-I believe the name was Bartlett—and his 
letter was referred to the general sales manager of the Texas Co., I 
believe, operating out of Houston, Tex., and we have on file in our 
association office, and there was published in our bulletin, our asso- 
ciation bulletin, a copy, a photostatic copy, of this letter in which they 
stated that they are not in the TBA business, have no interest in it, 
and they are free agents, their dealers are free agents. 

The testimony has already been given, and I have received many 
calls about the terrific pressure here in the last few weeks by Mr. 
Elliott and other representatives of the Texas Co. on dealers. 

Mr. Roosevett. On behalf of whom ? 

Mr. Sratxer. On behalf of a supplier, the Miller Auto Co.—Miller 
Supply Co., by name. 

Mr. Roosgvetr. And they sell Goodrich products? 

Mr. Srauxer. They sell Goodrich products; yes, sir. 

So far as the pressure, I think that it was certainly brought out well 
yesterday, and I believe that after Standard—that Shell Co., it is 
my belief—possibly as major companies enter this picture, that they 
Seo more over the last year, they have exerted more pressure; I 

ave heard of more pressure from Shell dealers than any other com- 
pany dealers, regarding price. 

I think this was best brought out in yesterday’s testimony by a 
dealer, Mr. John Jarvis by name, who was here, and he was certainly 
corroborated, and his very loyal employee Tony—lI can’t give you 
Tony’s last name, but he called me—was very concerned about his 
employer, afraid that he was going to have a nervous breakdown. 

I will take just a very few moments here to finish up. 


65262—55—pt. 28 
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In the San Diego area there are several million gallons of gasoline, 
major company gasoline, that is being sold in Tijuana at least 8 
cents’ variation. 

I have been to Tijuana myself lately, but at times it has been 10 
cents a gallon, a variation of that in the price of our gasoline. 

I would ask this committee to study this situation seriously. We 
realize it is local, and also to bring it, if it is within your power, to 
the attention of the State of California. 

It is economically affecting dealers in this area, and the State is 
losing 6 cents per gallon in State taxes, which should be—that money 
that is being saved, I am safe in saying, I believe 90 percent of that 
gasoline is being used on the roads that the people who buy gasoline 
this side of the line pay for, and the Federal Government is losing 
2 cents per gallon. 

Mr. Roosrvevr. Mr. Stalker, you have stated that that gasoline, 
is major gasoline. Have you evidence that that gasoline is not pro- 
duced in Mexico, but is 

Mr. Srarxer. Oh, definitely. I believe in all cases—I know pos- 
itively that in at least two cases, to my own knowledge, that it is 
hauled by tank wagon right out of the local 

Mr. Arnoxp. Isn’t it also sold under the brand name of the local 
oil-supply company in Mexico? 

Mr. Starker. In all cases, I am sure. 

Mr. Roosrvenr. Secondly, would you be able to provide the com- 
mittee with evidence such as photographs or otherwise indicating the 
disparity in prices there as against the San Diego area? 

Mr. Sratxer. We shall certainly try. 

Secondly, we have gasoline, about 2 million gallons a month, that 
are being sold through PX’s, ship service—I don’t know exactly what 
they call them. 

I feel that this committee should definitely study that situation. 
My own feeling on it is simply this: that we pay, as taxpayers, the 
salary of the people who buy that gasoline. 

I am in the deepest sympathy with the members of the Armed 
Forces. I do think, however, that this situation should be studied, 
and I think it would be fair all the way around, not only in our business 
but in the lines of appliances and groceries and everything else, that 
if it is deemed necessary by the proper authorities in the Government 
that the Armed Forces should be given a raise in pay and that these 
PX’s, ship service, should be closed up, that is what should be done. 

Mr. Arnotp. Mr. Stalker, does the United States Government or 
the PX of the Armed Forces, whatever you want to call them, pay 
the same wholesale price as you pay as a dealer? 

Mr. Starker. I cannot answer the question. 

Mr. Roosrvett. I will have to rule that question out of order. I 
don’t think you are competent to answer that. 

Mr. Sratxer. I am not competent to answer that. 

Mr. Roosrvettr. I would, however, like to ask you whether you have 
received any complaints that the Government stations serve other than 
Government personnel. 

Mr. Sratxer. I have heard that; yes. 

Par RooseveLr. Have you received any official complaints to that 
effect 
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Mr. Sratxer. No; I cannot at this time say—TI could ‘not mention 
the names; [could not give you official knowledge. 

Mr. Roosevett. This is a problem, I am sure you know, which also 
exists in other areas where there are large military concentrations, 
and even exists in Washington, D. C., and it is a subject which con- 
cerns the committee greatly, andto which the committee is giving 
very serious study. 

Mr. Srarxer. Further, we have here locally a service station, they 
have a store; I am sure they sell Ps cm and what-all lines. I 
am not in a position to go into that, but I know they have a service 
station, I know that they sell appliances, at least a very good friend 
of mine—in fact, a brother of mine—told me he bought an appliance 
through there. 

Mr. Roosevert. I gather your brother is not a service-connected 
individual ? 

Mr. Statxer. This Fedmart is supposed to be for, as I understand 
it, civil-service employees, be they city, county, or State. 

Mr. Roosevett. Let me get this straight. It is, however, a private 
organization and is not connected with the Government ? 

r. Stratxer. That is right; it is not connected with the Gov- 
ernment. 

Mr. Roosevett. And your complaint is that this private cooperative, 
or whatever name it should have, is competing unfairly ? 

Mr. Srarxer.: Yes. 

Mr. Roosevetr. In what way? 

Mr. Stautxer. Pricewise ‘very unfairly with local dealers. 

Mr. Roosrvetr. Now, in what manner? In other words, that they 
are able to buy—and I want to restrict this to gasoline because you 
are only competent to testify as to gasoline—you mean that they can 
purchase from the oil companies at a lower tank price than you can? 

Mr. Srauxer. They sell a minor brand of gas. I cannot tell you 
their tank-wagon price, but certainly it is lower than the price that I 
can buy for because their retail price is lower than my tank-wagon 

rice. 
J Mr. Roosrvett. In other words, you feel there is discrimination 
between you and them, and your complaint is not against them be- 
cause, after all, they have a right to buy gas just as much as a self- 
server. 

Mr. Srautxer. Certainly. 

Mr. Roosevert. But against the company that sells them at a dis- 
criminatory price? 

Mr. Sratxer. That is right. 

Further, I have several complaints along this line: I feel that the 
civil-service employees—this is my own belief—I think that when you 
take everything into consideration, by that I mean retirement pro- 
grams, insurance, vacations, sick leave, and things like that—it is m 
opinion that they are able to pay as much as the average individual, 
and again if they are not, I think I would like to ask this committee 
to check into that and again, I believe, there should be a raise, pos- 
sibly, in price. 

Mr. Roosrverr. Mr. Stalker, I think I must say to you I think 
that is outside the realm of this committee. 

We are not empowered nor is it within our jurisdiction to decide 
who can band themselves together to buy on a collective basis. That 
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is eipees our realm of seeing that any group that is organized gets 
equal treatment, and certain people do not get unfair treatment 
against other people. 

But I am afraid, I must say to you that I am afraid, it is not within 
the realm of our committee to investigate these associations, as such. 

Mr. Srarxer. I do not believe, Mr. Roosevelt—it is my understand- 
ing that this is not a co-op group; that this is an individual business, 
and it is set up to somalia the people that I have mentioned, and 
I have here—if there is anything that we can do about it—a receipt 
from the Fedmart Co. 

We have received constant complaints that anyone can go in there 
and buy. I have been told—— 

Mr. Roosevett. What is the difference between that and the self- 
serve? I mean, why isn’t it perfectly proper for them to be in 
business if it is a private organization of any kind ? 

Mr. Starker. Well, in the case of oil—maybe I am more qualified 
to complain on the score of oil. I have been told by Richfield dealers 
that anyone can buy Richfield oil at the Fedmart retailwise as cheap 
as they can buy it in 50-gallon lots. 

Mr. Roosrveit. But then that is Richfield’s fault; that is not Fed- 
mart’s fault. Your complaint should be against Richfield, not against 
Fedmart. 

Mr. Sravxer. O. K. 

Mr. Roosrverr. Can you give the committee any reason why Fed- 
mart should not be in business? 

Mr. Sravker. Well, I can give the committee no reason why they 
can’t be in business, shouldn’t be in business, at the present time, with- 
out giving it some thought. 

However, one thing that I seriously object to, and I think that I have 
a just complaint on, is the fact that this is supposed to be set up for 
restricted personnel or restricted clientele. 

Mr. Roosrvetr. Well, Mr. Stalker, suppose I want to organize a 
group of insurance brokers to go into business to help ourselves. You 
wouldn’t say there is anything in the law today that would prevent 
out associating ourselves for that? 

Mr. Srarxer. No, sir. 

Mr. Roosreverr. Or suppose, for instance, the dealers wanted to 
organize themselves into an interest venture for a cooperative thing. 
There is certainly nothing in the law that I know of to that effect. 

Mr. Starker. Maybe I am completely out of line, Mr. Roosevelt. I 
don’t know. Would there be anything in the law—the point I am 
trying to get at, supposing we service-station men got together and 
banded ourselves as a co-op. Would there be anything to prevent the 
grocery and hardware men from buying—in other words we set up a 
program where we were buying at a discount, and just anyone buying 
at that same discount 

Mr. Roosrveut. If there is anythimg illegal in it it is being done all 
over the country in a great many ways, and as far as I know there is 
nothing illegal in it at the present time. 

Mr. Arnotp. I think your problem, Mr. Stalker, is that the illegality 
may arise against the supplier himself who did not make a customer 
classification on a reliable basis, and granted one a lower price. 

For instance, in the hearings in Washington we had a complaint 
that the oil companies sold to the Yellow Cab Co. at a much lower 
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price, conceivably on a customer classification, that would be permis- 
sible, maybe not; but, in addition, the Yellow Cab Co. sold to the ordi- 
nary consumer, and in that case we did recommend that the matter be 
referred to the Federal Trade Commission for investigation—for pos- 
sible action—since, if the oil company had knowledge that the ordinary 
consumer was also buying that gasoline, it may be a Robinson-Patman 
price discrimination by the supplier in that respect. 

So, again, I feel that is your problem. Your problem is the dis- 
crimination of the supplier in granting unjustifiable consumer dis- 
counts or classifications. 

I do not believe it is against the Fedmart or the self-serves them- 
selves, for instance. 

As Mr. Roosevelt points out, they have a perfect right to get the 
re price they possibly can, provided that price, of course, is not 
illegal. 

Mr. Sratxer. Thank you. 

One other point that I would like to bring out, and it probably 
isn’t—in fact I know it isn’t—connected to this area alone, but the 
thing is the matter of commercial accounts. 

Now, there has been brought before this committee the fact that pos- 
sibly the self-serves should buy for less because they buy in much 
larger quantities. 

Many of we dealers buy in full tank truck and trailer loads, in other 
words, approximately 6,000 gallons of gas at a time. 

There are many cases Where commercial accounts can buy much 
smaller amounts of gasoline down to—I know that I am safe at the 
400 mark—for the same tank-wagon price. So if there should be any 
variation—— 

Mr. Roosevett. In other words, your complaint there is that the cus- 
tomer differential which is allowed by law, depending upon amount, 
was being violated inasmuch as some commercial accounts are taking 
advantage of that even though their volume does not justify it? 

Mr. Srauker. That is right. 

Mr. Roostvetr. That is a matter which, if documented and specif- 
cally referred to the committee, the committee would be very glad to 
refer to the Federal Trade Commission; but, of course, it must be 
documented. 

Mr. Srarxer. I want to at this time, and I know that I can 
speak for all of the petroleum dealers who have been present at 
this meeting, to express my extreme thanks to your committee for 
being here, Representative Roosevelt, and I will assure you that I 
personally, and any influence that I might be able to exert upon anyone 
or any group, we will certainly back your bill, H. R. 7096, which I 
think is certainly a step in the right direction. 

We carried, in fact before your committee was here, in one of our 
bulletins quite an article on it, and I think that this bill can be summed 
up by a paragraph that I have circled. : 

The bill is designed to assure small business enterprises freedom of 
choice and trade in the commodities they handle. 

I think that that is certainly fair, and I think it is something that 
we certainly deserve, and again I want to thank this committee for 
being here. 

I want to bring out a statement by Mr. Arnold that I thought was 
very apropos. I do not believe there would be any objection to this 
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statement, something as I understand it, that it. took a lot of in- 
testinal fortitude to be a dealer in San Diego County after hearing 
all things that we have to put up with, and I believe that that is quite 
true. 

Thank you very much, Mr. Arnold and Mr. Roosevelt. 

Mr. Roosrevetr. Thank you, Mr. Stalker. The committee appre- 
ciates your very full and complete testimony. 

The committee at this time is going to recess in a moment. I would 
like to announce that this afternoon the committee will hear first from 
the gentlemen who are your representatives, Mr. Hamilton; and then 
from Mr. Ernest Chinn, who is an employee of Mr. Lundberg, and 
had some information which he wishes to give to the committee. 

Mr. Chinn will be followed by Mr. Cantor, a self-serve operator, 
if Mr. Cantor can be present, and then by Mr. Don Cartwright, execu- 
tive secretary of the Retail Petroleum Dealers Association of San 
Diego. 

1 have also received, which I will read into the record a telegram 
reading as follows, which is addressed to me: 

Your telegrams addressed to the Texas Co. and to two of its employees were 
received late yesterday afternoon inviting appearances before your subcommittee 
at 10 o’clock this morning to reply to statements made before it yesterday men- 
tioning our company. In this short interval we have not had an opportunity 
to determine the full content or correctness of any such statements, and wish 
to examine the record of this testimony and to make such investigation as we 
consider necessary before determining whether to request another appearance 
before your subcommittee. Under the circumstances we shall not plan to appear 
today. I will appreciate your addressing any further telegrams sent to the 
Texas Co. during your San Diego hearings to me in Los Angeles. 

It is signed “D. E. Beaton.” 

I am instructing counsel to inform the Texas Co. that under the usual 
arrangements the text of the hearings are available to them, and that 
the committee will be glad to receive any further requests from them, 
should they so desire. 

Mr. Chinn, would you raise your right hand, please. Do you sol- 
emnly swear that the testimony which you are about to give before 
this committee is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Curinn. I do. 


TESTIMONY OF ERNEST W. CHINN, LOS ANGELES, CALIF. 


Mr. Roosrvetr. Now, Mr. Chinn, would you give your full name 
and your address to the reporter. 

Mr. Curnn. Ernest W.Chinn. My home address, 1423 South Ver- 
mont, Los Angeles 6. 

Mr. Roosrvetr. You are an employee of Mr. Lundberg? 

Mr. Cutyn. I am an employee of Mr. Lundberg. 

Mr. Roosevetr. A previous witness before this committee? 

Mr. Cutnn. Yes, sir. 

Mr. Roosrvetr. And you wish to submit—— 

Mr, Curnn. Just this statement which Mr. Lundberg requested me 
to make yesterday. 

Mr. Roosevetr. Would you leave it with me and I will read it at this 
afternoon’s session exactly as it is, and it will be incorporated into the 
record as you have submitted it. 
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Mr. Cutnn. Would it be necessary for my signature ? 

Mr. Roosrvetr. Yes; I wish you would sign it. 

Mr. Cutnn. I met you briefly while I was a reporter for the Daily 
News. I am very sorry, but I am quite under the weather. 

Mr. Roosevetr. Very glad to accommodate you. 

Mr. Curyn. I appreciate that. : 

Mr. Roosrverr. You wish to leave these clippings also? 

Mr. Curnn. There are some more things that have not arrived yet 
from Mr. Lundberg’s office, such as the gasoline analysis and a few 
other things, but they will be sent to the committee as soon as possible. 

Mr. Roosevett. All right, Mr. Chinn; fine. 

Mr. Cutnn. Thank you very much. 

Mr. Roosrvetr. You are welcome. 

The committee will now stand in recess until 1:30 this afternoon. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 1:30 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Rooseveit. The committee will come to order, please. 

Mr. Ernest Chinn, an employee of Mr. Dan Lundberg, who was to 
have testified, stated to the chairman that he was ill or feeling ill, and 
i eng that I read a statement for him into the record, which I 
will do. 

First, however, I swore. Mr. Chinn, and he makes this statement 
which I shall read and make a part of the record, under oath. 

Mr. Chinn also submitted a series of clippings from the local San 


Diego newspapers and from a Los Angeles paper, which will also be 
accepted and made a part of the record. 
Mr. Chinn’s statement is as follows: 


I was requested by my employer, D. L.— 
which, I presume, means Dan Lundberg— 


to be present this morning to present you these clippings for your record, to 
supplement those which D. L. left you yesterday afternoon and to state to you 
in answer to the statement of a witness yesterday to the effect that no officer 
of the RPDA— 


which I think can be translated into Retail Petroleum Dealers Associ- 
ation— 


had influence upon Mr. Owen Harrison, and that Owen Harrison group was 
different from, and not connected to the RPDA. 

On Tuesday, August 16, 1955, I spent over an hour with Mr. Owen Harrison, 
the Richfield dealer; the CPMC subsequently sent for and met at Mr. Harrison’s 
station, Mr. C. E. Mitchell and an unintroduced companion. Mr. Mitchell, who 
I learned later was secretary-treasurer of the RPDA, said “they,” meaning a 
strong, cohesive minority, would give the majors a rough time. Mr. Mitchell said 
Mr. Harrison expressed knowledge of mutual aims. 

This is not to impute that Mr. C. E. Mitchell was any illegal instrument, but 
to refute testimony offered yesterday that no officer of the RPDA was involved 
with Mr. Harrison. 

I have no direct knowledge of any specific organization or corporation of 
dealers involved in the conspiracy described yesterday by Mr. Lundberg, but there 
is no doubt in my mind, from my own knowledge of the fact situation prevailing 
since August 15, that there was a hidden leadership of dealers giving instruc- 
tions and moral backing to dealers involved in price cuts. 


The chairman would like to note that the last sentence is contradic- 
tory. Hesays he has no direct knowledge of any specific organization 
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or corporation of dealers, and then he says, however, in his own mind 
he has no doubt that such a situation prevails; and he was unable to 
tell me what gave him that knowledge in his own mind. 

The statement is signed by Ernest W. Chinn, 1423 South Vermont, 
Los Angeles 6, and will be made a part of the record. 

The next witness which the committee will hear from or the next 
witnesses are the employees of the General Petroleum Corp. 

Mr. Hamiutron. I am Mr. Sims Hamilton, Mr. Roosevelt. I would 
like to state for the record 

Mr. Roosrvett. May I swear you first, please, sir? Would you 
raise your right hand. Do you-solemnly swear that the testimony you 
are about to give 

Mr. Hamitron. I am not giving the testimony; I am merely stating 
for the record that these two employees are going to testify and who 
they are. Now, if you want to swear me on that basis 

Mr. Roosrvetr. No; that will not be necessary, if you care to intro- 
duce the two employees. 

Mr. Hamixron. I am not one of them. 

Mr. Roosrvett. I will be glad to have you do so. 

What is your name, sir? 

Mr. Hamirron. Sims Hamilton. 

Mr. Roosevett. What is your position ? 

Mr. Hamiuton. I am an attorney. 

Mr. Roosrve.tr. An attorney. 

Mr. Hamiuron. These two employees were not present yesterday, 
and all they know of what was said was what they read in the news- 
papers and what I have told them from my notes, and they are testi- 
fying just on the basis of what was said in the newspapers and from 
my notes, and I would like to limit their testimony to that matter. 

Mr. Roosrevetr. We will so do. 

Mr. Hamiuton. This is Mr. Wilson. 

Mr. Roosrvetr. Mr. Wilson, would you raise your right hand, 
please, sir. Do you solemnly swear the testimony you are about to 
give before this committee shall be the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Witson. I do. 


TESTIMONY OF HARRY E. WILSON, DISTRICT SALES REPRESENTA- 
TIVE, GENERAL PETROLEUM CORP., SAN DIEGO, CALIF. 


Mr. Rooseverr. If you would give your full name and your—— 

Mr. Wison. I have a little prepared statement here. As Mr. Ham- 
ilton indicated, I was not present yesterday. I did read the news- 
papers and from the newspapers and my notes I would like to read this 
statement. I have a copy here for you. 

Mr. Roosrvett. Fine. You go right ahead. 

Mr. Wiison. This is a statement of Harry Wilson to be presented 
to the House of Representatives Subcommittee No. 5. 

My name is Harry E. Wilson. I am a district sales representative 
with General Petroleum Corp. I am responsible for the sales activity 
for the San Diego branch. I report to the district sales manager, and 
assist him in the supervision of five sales representatives. 

My work normally does not require that I call on service station 
dealers, unless I am working with the salesman responsible for the 
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area, or except that in case of the absence of a sales representative on 
vacation or illness, I could conceivably make a call alone on a dealer. 

I might say at the outset that I was not invited to this hearing yester- 
day and have had no opportunity to study a transcript to know what 
was said. However, I did read the evening newspaper, and I do not 
find it a pleasant task to publicly refute testimony given before this 
committee, but my personal reputation for fair dealing with my fellow 
men and the reputation of the company that employs me has been 
impugned and I believe it my duty to present the true facts, however 
unpleasant personally to me this experience is, and I appreciate this 
opportunity given me by this committee. 

Among other things, articles in the Evening Tribune of yesterday 
evening reported that an independent General Petroleum dealer, Mr. 
McMurray, told Messrs. Roosevelt, Wilson, and Arnold that the com- 
pany’s deal in regard to the price situation amounted to getting out 
of his station or cutting the price. This is only his opinion and is 
absolutely not a true statement. I also read that Mr. Roosevelt asked 
Mr. McMurray and the other station operators if company representa- 
tives had objected to their manner of operation. The three witnesses 
said, in effect, that no serious company objection had been directed to 
them. If Mr. Avsharian and Mr. McMurray so testified, then their 
statements as such are absolutely false. 

As I mentioned before, I do not know what testimony has been given, 
but I wish to relate my personal contacts with the three General Petro- 
leum dealers who have testified and whose names appeared in the 
newspaper. I would also like an opportunty, after reading a tran- 
script of previous testimony, to add any further affidavits as necessary, 
or personal testimony as necessary. 

Mr. Rooseveur. That request is granted, and you may do so. 

Mr. Wirson. Thank you very much, sir. 

I would like to comment for the record that General Petroleum’s 
relationship with the vast majority of its independent dealers in San 
Diego is very good, and numerous dealers, since this hearing has begun, 
have indicated to me that they would be happy to testify as to their 
relationship with our company. If this committee is interested in 
the true relationship of General Petroleum Corp. and its independent 
dealers, I sincerely hope that the chairman of this committee will 
make the necessary time available to them so that he might get the 
true picture of our relationship. 

I would like to insert in the record the gallonage figures for Mr. 
McMurray’s station, as indicated by his purchases and which will 
average out equal to his sales : 1952 average, 38,275 gallons per month; 
1953 average, 32,544 gallons per month; 1954 average, 28,433 gallons 
per month; first 7 months of 1955 average, 24,800 gallons per month. 

It can be seen by the above figures that Mr. McMurray’s gallonage 
has been dropping consistently. During the last few days of Sep- 
tember 1954, his major competition, Shell and Texas, were pricing 
and displaying signs for regular gasoline at 27.9 cents, while Mr. 
McMurray was maintaining a price, to the best of my recollection, of 
30.6 cents for Mobilgas. 

Lloyd Butler, the sales representative responsible for this area, was 
on vacation, and because Mr. Butler was on vacation, and only because 
of that, on Friday, October 1, 1954, I visited Mr. McMurray to discuss 
the matter of continuously dropping gallonage with him. 
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IT am now, and was at that time, well aware of our corporation 
policy in dealer relationships; namely, that they are independent busi- 
nessmen, and as such, they and they alone make any decisions affecting 
their business. I made it very clear to Mr. McMurray during our 
conversation that it was up to him to determine whatever retail price 
he so desired, but that I felt that for any retail business to be suc- 
cessful it must be competitive in all respects, including price, with 
its major competition. 

At this time, Mr. McMurray indicated that he wanted to wait a few 
days before making a decision, and then discuss it with me. I told 
him that this was fine with me, but that in any case, at least I had ful- 
filled what I had felt to be my obligation to him as a Mobil dealer 
to discuss this matter and counsel with him, and that we would dis- 
cuss it again in a few days if that was his wish. 

After waiting 5 days, on Tuesday, October 6, 1954, I visited the sta- 
tion again to discuss the matter, but because of a shortage of personnel, 
Mr. McMurray could not talk to me. I suggested that to avoid inter- 
ruptions, it might be best to talk away from the station when it was 
convenient for him. He indicated that the next morning he would 
have plenty of help, so I then suggested meeting in the branch office 
and we would discuss his loss of gallonage and the price situation. 

He agreed to this, and on the next morning, October 7, 1954, Mr. 
McMurray came to the office, but instead of being alone, he brought a 
group of dealers with him. I can recall some of the men present, but 
not all. Among those present were Messrs. Tucker, Erichson, Mor- 
rison, Hagan, Avsharian, Hendricks, Ruben, Clemeshe, and others, 
all independent Mobilgas dealers. They all wanted to discuss the 
current price situation and the soft market. 

I felt that this was important enough and that these dealers deserved 
the courtesy of having the district sales manager explain our policy to 
them. Mr. Blee, our district sales manager, and myself, talked to the 
group and at that time made it clear that we did not initiate the soft 
price situation and that they were independent businessmen and that 
they and no one else determined the retail price at which they marketed 
their gasoline—certainly not the company; that it was entirely up to 
them, but that he felt that if they were to be successful in their retail 
businesses, they should be competitive, not only in price, but in ap- 
pearance, service, station maintenance, hours, et cetera. 

The Mobilgas dealers in San Diego are certainly well aware of our 
policy as Mr. Blee at a series of dealer meetings subsequently repeated 
this in each meeting. 

Since we had no chance to talk to Mr. McMurray at this time be- 
cause of the group discussion, I went back to talk to him a few days 
later. Since I had planned to spend the day with another sales repre- 
sentative, Mr. J. C. Jessop, Mr. Jessop was with me. 

We had not advised Mr. McMurray that we were coming. When we 
arrived at the station, Dealer Avsharian was also there. McMurray 
said that he wasn’t sure what he wanted to do about the price situa- 
tion. I told him that he was already aware of what we thought he 
should do, but that the decision was up to him. I reminded him 
again of the meeting in Mr. Blee’s office where he and the group were 
told that they and only they determined their retail price. 

As mentioned above, at the time of my arrival at the station Mr. 
Avsharian was visiting Mr. McMurray, and I talked to both of them 
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while I was at the station. At this point Mr. Avsharian spoke up 
and said that if conditions forced him to go down in price he might 
as well let the station go and that he wanted out of his lease. We 
had had a problem with Avsharian and his two partners who operated 
the station at 3730 California Street for some time. 

Lloyd Butler, the sales representatives for this area, is more familiar 
with this situation and can give more details, but I understood from 
him that Avsharian had had difficulty paying his bills, his general 
maintenance and appearance of the station were poor, the general op- 
eration of the station was poor, we had had numerous customer com- 

ylaints regarding service, et certera; the gallonage was dropping, and 

i had also had problems because of lack of harmony among himself 
and his partners, and had previously indicated that he was unhappy 
with the location and was not making sufficient money. 

I knew that Mr. Butler had been counseling with him in this respect, 
so when Avsharian said that he wanted to cancel his lease, I asked 
him if he was sure this was what he wanted to do. He said, “Yes,” 
so I told him that we would accommodate him. I also explained 
that I did not carry with me any mutual cancellation forms, but I 
would arrange to meet him at his station later in the day to effect a 
mutual cancellation. 

At this time I telephoned my office and asked one of our clerks 
to prepare a mutual cancellation for Mr. Avsharian and that I would 
arrange a meeting with Mr. Avsharian later. A few minutes after 
this telephone conversation with our clerk, I told Mr. Avsharian that 
I thought he was being hasty. His small daughter was in the car 
near where we were talking and I told him to consider his family 
and not to do anything now because he might be emotionally upset 
and that he did not have to go through with his decision to give up 
the lease because he might have a false sense of pride or have to save 
face with me because he had suggested leaving. 

After further discussion, Mr. Avsharian said that perhaps he had 
been hasty and that he thought he would give his location another 
try, and that perhaps if he were competitive maybe he would get 
the location back on its feet. I emphasized to him that this deci- 
sion was his to make and that if he wanted to try it and stay, it was 
up to him. So he said he would stay at the station, lower his price, 
and see what happened. 

Mr. J. C. Jessop heard all this conversation, and Mr. McMurray 
was present, and there is no reason why he didn’t hear it also. 

Then Mr. McMurray asked me bluntly and directly if his tenancy 
in any way would be affected by whatever decision he made on his 
retail prices. I made it absolutely clear to him and reminded him 
that he had been told before that it was entirely up to him to make 
any decision he wished, and assured him that whether or not he 
lowered his price, his tenancy was in no way affected. Mr. Jessop 
was also present during this conversation and I’m sure that Mr. 
Avsharian heard it also. 

Mr. McMurray then decided to reduce his price to 27.9 cents. He 
then commented that he had a lot of pumps on which he had to change 
the price, and I told him that if he wished, in order to help him, Mr. 
Jessop and I would assist. Mr. McMurray said that he would appre- 
ciate the help, so Mr. Jessop said, “O. K., let’s give him some help,” 
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and Mr. McMurray, one of his employees, Mr. Jessop, and myself 
changed the prices on the pumps. 

Subsequent to the October meeting with Avsharian and McMurray, 
I received a telephone call from one of our dealers, who told me that 
he had heard that I had threatened to cancel Mr. McMurray’s lease 
if he did not lower the price. I was disturbed by this, as I would 
be by any other false rumor, and in order to make sure that there was 
no misunderstanding between Mr. McMurray and myself, I telephoned 
him at his service station, told him of what had been reported to me, 
and asked him if he felt in any way that I had threatened him with 
the lease cancellation. He said that it was untrue and that he had 
not given out such false information. 

Around the middle of March 1955 Mr. Blee advised me that discus- 
sion with the San Diego Harbor Department, our lessors at Mr. 
McMurray’s station, had indicated an increase in the ground rental 
at this location. The harbor department said that the increase could 
not be avoided. Mr. Blee also indicated that there was no alternative 
but to increase Mr. McMurray’s rental. 

Our rental policy is based on a rental that is fair to the dealer 
when gallonage potential and the facilities that have been furnished 
to the dealer are considered, keeping in mind our tenancy cost of land 
and improvements. I did not Seadin any of the negotiations or dis- 
cussions with Mr. McMurray in regard to this, but I am aware that 
he had a meeting with Mr. Blee and Mr. Butler prior to the increase 
to discuss this rental and other counseling regarding operational 
practices of McMurray that Mr. Blee, Mr. Butler, and I had felt 
unless corrected would cause him continued loss of patronage. 


As mentioned premioney. I have had no opportunity to hear pre- 


vious testimony, but this, to the best of my knowledge, recapitulates 
my personal contacts with Mr. McMurray and Mr. Avsharian from 
September 1954 up to the present date in Ses to the testimony and 
newspaper articles concerning the same which appeared in yesterday’s 
newspaper. 

I have read in yesterday’s and this morning’s paper where Mr. 
Dees, the Mobilgas dealer at 11th and B Streets, testified before this 
committee yesterday to the effect that when he was subpenaed to 
appear before the grand jury in the spring of this year, company 
representatives called him into the office and informed him that the 
station he is presently operating was being made into a salaried 
operation training station. 

I will give you the details of a meeting we had last week with Mr. 
Dees, and it was the only one in which we discussed the question of 
changing his station to salaried operation. I might emphasize again 
that this meeting took place last week and not last spring when Mr. 
Dees was subpenaed to appear before the grand jury. 

I met with Mr. Dees in my office to ree the matter, with Mr. 
Stevens present. I explained to Mr. Dees that he had indicated that 
he had been unhappy with the location and that both he and the cor- 
poration had been concerned about the loss of gallonage, and I ex- 
plained to him that we needed a training station, and that we had 
decided to discuss the matter with him tentatively to get his reaction 
as to changing over to salary operation. 
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We made it very clear that this was just a tentative conversation to 
get his reaction and that we had no definite plans. We wanted to 
inform him of our thinking so that we could get his reaction. 

We indicated to him that certainly we had always had the welfare 
of our dealers as a primary consideration, and that in case, after talk- 
ing to him, the decision was made, we could offer him another service 
station comparable to the one he has. We could also offer him employ- 
ment with the corporation, with all the fringe benefits all employees 
have, including insurance, retirement benefits, savings plans, et cetera, 
or we felt he might want to devote his entire time to his other business. 

We wanted him to think about it, discuss it with his wife, and to 
then let us know how he felt about the matter so that we could-then 
decide what we should do. It was emphasized very clearly to Mr. 
Dees that this was just an exploratory conversation and nothing 
definite. 

Mr. Dees asked me how long before we wanted a decision or his re- 
action. I told him that there definitely was no hurry at all—to take 
his time and to let us know. Mr. Stevens was present during all this 
conversation. Up to this date, we have had no word from Mr. Dees 
as to his reaction and our plans are still indefinite. 

Mr. Roosevetr. Thank you very much, Mr. Wilson. 

T have just a few questions which I would like to ask you about. 

On page 2 you indicate that there are a large number of station oper- 
ators who testified, or who have called you wanting to testify, as to 
their good ee with your company. 

Would it be possible for you to submit to the committee a list of 
the stations in this area 

Mr. Witson. I am sure you appreciate, sir, this was happening so 
fast I didn’t have time to prepare things properly, but I do have here 
a penciled copy of their names and telephones. 

r. Roosrevert. There is no rush about them. 

Mr. Witson. I would be very happy to have someone call them and 
have them here. 

Mr. Roosrvett. I think it would be impossible for us to hear all of 
them, but we will make arrangements to pick and choose from the list 
and send our own investigators to talk to the individuals, if you will 

give us a list of the station owners in this area who are your dealers. 

Mr. Witson. Yes. I would be very happy to do that. I am sorry 
that you don’t have the time. 

Mr. Rooseveir. You indicate that Mr. McMurray’s gallonage has 
been dropping, according to the figures that you have given us, since 
1952, a considerable drop during those aionss and years. 

I, of course, accept the correctness of your figures. But, in fairness, 
T think I should sl counsel, which I will do, to submit this portion of 
the testimony to Mr. McMurray and ask him whether he concurs that 
this is a correct statement. 

Mr. Wriison. I might say this is based on Mr. McMurray’s pur- 
chases. Sole they would average out over a period of time, but 
due to the fact that large jumps are made, conceivably there might 
be—but this is the average purchase, so it would average out. 

Mr. Roosrvetr. This is the average? 

Mr. Witson. Yes. 
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Mr. Arnowp. In relation to the drop of gallonage, were there any 
other factors in the vicinity of the station or on the market that would 
account for the loss of gallonage, aside from the efficiency of the 
dealer? 

In other words, is it your contention that the gallonage was due Mr. 
MecMurray’s inefficiency or can it be accounted for by any other 
reasons ¢ 

Mr. Wirson. I have not accounted for any other reasons. Mr. 
Butler, the salesman for that area, is much more familiar with it, and 
I am sure he would be able to answer it in much more detail. 

Mr. Roosevetr. All right; we will ask Mr. Butler. 

Along the same lines, did the company, by written communication 
in any form, inform Mr. McMurray that his gallonage was unsatis- 
factory, make proposals to him increasing it? 

In other words, from 1952, the drop from 1952 to 1953 was con- 
siderable, and again the drop was fairly considerable from 1953 to 
1954, so that we have a 24-month oat 6 

Was there anything done to so indicate to him at the time? 

Mr. Wiuson. I am not aware of any written communication, I 
am rather sure from the best of my recollection that Mr. Butler had 
discussed the matter with him. 

I am not prepared to discuss that at this time, but 1 would be very 
happy, sir, to check back my records on a later date and see if there was 
any communication, but I am sure Mr, Butler had discussed it with 
him. 

Mr. Roosreveir. However, his lease was renewed at the end of each 
year, presumably, with no more than verbal suggestions as to the im- 
provement of his service? 

Mr. Wuson. For the most part, sir, our suggestions are all verbal. 

Mr. Rooseve.t. Mr. Wilson, can you tell this committee what is the 
purpose of giving to a dealer a 1-year lease, and then by an attached 
paragraph reducing—putting in that 30-day cancellation clause? 

Mr. Wixson. Sir, I came prepared just to testify on the information 
that was in the newspapers yesterday afternoon, and I would like to 
confine to that. 

I would like to add, however, that I do not make the policy for this 
corporation. I simply carry it out.as it is esas. to me, and I 
would hesitate to comment on that at this time. 

Mr. Roosrvetr. I presume, therefore, that you would prefer not 
to comment on the advisability of a longer lease? 

Mr. Wison. Due to that fact, I would prefer to restrict my testi- 
mony today to just what I read in the newspapers. 

Mr. Roosrvetr. Yes, sir. 

Mr. Arnoxp. Could you state, to your knowledge, whether it is the 
policy of the company to put 30-day cancellation clauses in all their 
or any of their 1-year leases? 

_Mr. Wizson. Sir, as I say, I came up very hurriedly, and I would 
like to restrict it to that, and I think if such a communication to our 
company. were issued by the committee, I am quite sure that the proper 
people who make the policy could make the answer you desire. 

Mr. Arnoxp. In other words, you yourself do not know what the 
company policy is in that respect ? 

Mr. Wuson. I do not set the policy; I only go for it. 
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Mr. Arnotp. Who negotiated the new lease with Mr. McMurray? 
Do you know, to your own personal knowledge? 

Mr. Wiuson. If you will refer—I think I mentioned that in the 
testimony here, sir. Let me see—it may have been on page 5, the 
second paragraph. I did not handle any of the negotiations—I am 
reading from my statement—or discussions with Mr. McMurray in 
regard to this. But I am aware that he did have a meeting with Mr. 
Blee and Mr. Butler prior to the increase, to discuss this rental and 
other counseling regarding operation practices, so Mr. McMurray— 
and so forth. 

Mr. Arnovp. All right; fine. 

Mr. Roosrvettr. On page 3, Mr. Wilson, of your testimony where 
you refer to the efforts that you made to point out to Mr. McMurray 
that he should reduce his price, posted price, what inducements were 
held out to Mr. McMurray if he should so reduce his price? 

Mr. Wuson. Just where are you referring, sir? 

Mr. Roosrvetr. You have described at the top of page 3 the gen- 
eral meeting held in your office, I believe, on October 7, 1954. You 
discussed the current price situation and the soft market, and you 
were present, I gather, when the district sales manager explained your 
policy to them. 

Mr. Wiuson. Yes, sir; that is exactly as it is right here. 

Mr. Roosrvetr. What was the company’s policy in return for cor- 
recting the soft market and price competition ? 

Mr. Witson. Well, the paiey that is indicated here is that they are 
entirely independent businessmen and that they set the price. 

I think he went on to say, as indicated on the page here, that cer- 
tainly it was not the company; that was entirely up to them, but that 
he felt if they were to be successful in their retail business they should 
~ ae not only in price but in appearance, maintenance, and so 

0 

Mr. Roosrveit. Mr. Wilson, my question was, was there any discus- 
sion as to what subsidy would be given to them. 

Mr. Witson. Yes. I think there was some discussion at that time. 
I don’t recall just exactly the amount of the conversation there as to 
the amounts of the subsidy. 

I think they have been changed once since that time; but I do 
have, I think, some figures that are current; that is the only thing I 
am aware of. I don’t determine who sets the subsidy or the amount, 

We are just simply given those figures. 

Mr. Roosevett. But it would be a fair question to ask you whether, 
in meeting such situations, whether or not it is the company’s policy 
to offer subsidies. 

Mr. Wuson. There again, sir, as far as company policy, I think 
the thing to do is to restrict to this until I would have a chance to 
look at my notes and examine the policy of the company. 

Mr. Roospvexrt. Well, now, Mr. Wilson, you have handled many 
situations such as this, undoubtedly, in your present position. Can’t 
you answer a straightforward question as to whether or not when 
you ask a dealer to reduce his posted price, whether or not you offer 
him a subsidy or not ? 

Mr. Wirson. I don’t think my testimony states that I ask any dealer 
to reduce his price. 
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Mr. Roosreveir. That you suggest to him that it would be proper 
in order to meet competition; 1 would be glad to put it that way. 

Mr. Wirson. I think, sir, as I mentioned, we counsel him to be com- 
petitive in all things. 

Mr. Roosrvett. When you counsel him to be competitive, do you 
offer him any subsidy in order to enable him to be competitive ¢ 

Mr. Wiison. If our dealers have to meet a competitive market we 
do have a subsidy for him to offset his loss of business and allow him 
to be—he can’t be dealing on his own price. 

Mr. Roosrvetr. Have you at any time, instead of a subsidy, offered 
him a lower tank-wagon price? 

Mr. Wirson. I have not. 

As I mentioned to you, sir, before that I normally do not call on the 
dealers directly myself, only when in the company of other salesmen, 
so the salesmen actually talk to these dealers much more than I do. 

Mr. Roosevetr. But don’t the salesmen take their instructions from 
you? 

Mr. Witson. Not necessarily. 

Mr. Roosevett. The five that are under your direction? 

Mr. Wuson. They do and do not. I am sitting off as rather a side 
issue. They talk to the district manager and to me. 

I am rather an aide to the district manager, and they report through 
me and also they can report direct to him. Conceivably they could 
talk to him and I would never know of it. We find it makes a very 


good 2 Sewanee the 
Mr. EveLT. I am not questioning how good your operation is. 


{Laughter.] Iam trying to understand—I mean, I do not think it is 
unfair to suggest that inasmuch as you have testified that you are in 
charge of these five salesmen 

Mr. Witson. That is right, sir. 

Mr. Roossvetr. Whether your policy or whether your company’s 
policy has ever been to instruct those five salesmen to lower the 
tank-wagon price at the same time that you suggested to them that 
they should be competitive pricewise. 

Mr. Witson. I think it is only fair, sir, to remind you again that I 
had read the newspaper and I was here to refute testimony that I saw 
in the newspaper, and that it was my desire not to—it was my desire 
to confine my testimony to that point, and I wish to stand on that 
statement, sir. 

Mr. Roosgveit. That is your privilege. 

Mr. Wirson. Thank you, sir. 

Mr. Roosrvett. We will so note. 

Mr. Arnold, did you have any questions? 

Mr. Arnoxp. I would like to ask one question about Mr. Robert 
Dees. 

Now, as the chairman has pointed out, I realize your disadvantage 
in not having seen the testimony. I would like to summarize some 
of Mr. Dees’ testimony and ask you a few questions on that summary. 

Mr. Wirson. I think I asked the chairman of the committee if I 
might, sir, that I would have an opportunity to examine the transcript 
and at that time make any additional testimony, affidavits, and he said 
I would have the opportunity, so I would like to take advantage of his 
offer, and do it at that time, if you don’t mind. 
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Mr. Roosrvett. We would be very. happy to do that, but I want to 
point out, Mr. Wilson—— 

Mr. Wutson. Thank you, sir. 

Mr. Roosrve.t (continuing). That when you stated at the begin- 
ning of your testimony that you were not invited to this hearing 
yesterday, that a telegram was sent by the committee in ample time to 

our company informing them of this hearing, and that you and any- 

y else who appeared for your company would have been welcome, 
and it was so stated at the beginning of this hearing. 

So the impression should not be allowed to remain that your com- 
pany was not invited to be present. 

r. Wizson. Oh, certainly, if that has been created, I certainly am 
happy to have you correct that, because nothing that I said was in- 
tended for that to be so construed. 

Mr. Roosrevetr. The Chair will sustain the witness’ request, and ask 
counsel to only ask questions pertaining to the witness’ direct 
testimony. 

Mr. Arnoip. Mr. Wilson, you testified that you met with Mr. Dees 
in your office or your direct testimony was that you met “in my office 
to discuss this matter with Mr. Stevens present.” 

I cm it this refers to a meeting in your office approximately 1 week 
ago % 

“i. Wirson. I would have to check my records to be exactly sure 
of the date. Normally I have a record of appointments; but, to the 
best of my recollection, it was some time last week. 

Mr. Arnotp. Did you read in the newspaper or were you informed 
by counsel for your company concerning the testimony of Mr. Dees 
about a conversation in the spring of this year during which Mr. 
Dees testified that you handed him a mutual cancellation agreement / 

Mr. Wuson. For the record, to the best of my recollection, I have 
never handed Mr. Dees a cancellation form. 

Mr. Arnotp. Would you deny that you handed Mr. Dees a cancella- 
tion notice ? 

Mr. Wiutson. Well, sir 

Mr. Arnoxp. A mutual cancellation agreement / 

Mr. Witson (continuing). Again, I would like to say that I didn’t 
read that in the newspaper. I read—the only thing I read in the 
newspaper was that we talked about a salaried service station, and I 
would like to restrict it to what I had read in as far as my testimony, 
and there is nothing here I would see—— r 

Mr. Roosevett. Mr. Wilson, I think it is perfectly proper to ask, 
because you said you did have these conversations. 

Mr. Witson. I met with Mr. Dees to discuss the matter, with Mr. 
Stevens present, there in my office, and at that time no mutual can- 
cellation was discussed at all, sir. 

Mr. Roosrveur. Have you ever handed a mutual cancellation di- 
rectly to Mr. Dees? 

Mr. Witson. As I indicated to you before, sir, I certainly think 
it was you this morning, I happened to walk in at the last moment; 
it is very difficult over a period of years to remember any actions, but 
to the best of my recollection I have not. 

Mr. Arnorp. You say it is the company policy, for instance, to 
have clean rest rooms and clean stations, in general; is that correct ? 

65262—55—pt. 2—9 
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Mr. Wirson. Oh, I think our policy is that we feel that they should 
be competitive as to maintenance and appearance, personal appear- 
ance, and so forth, sir. That is on page 2. 

Mr. Arnorp. As I understand your testimony, is it the company 
policy that the dealers should be competitive in a, let us say, price 
war situation ? 

Mr. Wrrson. I think, to answer that much more completely, sir, 
and I will have for the record a statement that was mailed to our 
dealers, an important message, and I would be very happy to read 
that to you. It outlines very clearly our policy as far as dealer rela- 
tions are concerned, and I think that therein you get any answer that 
you wish as far as that is concerned. 

’ Mr. Arnoitp. What is your understanding of this letter; in other 
words, what is your own personal understanding of the company 
policy ? 

Mr. Wirson. I would be very happy to read it here, sir. 

Mr. Arnoip. No; without reading it. 

Mr. Roosevetr. I will tell you why, Mr. Wilson. I am aware, and 
we have received a good deal of printed material sent out by the 
companies. 

In many instances there were allegations made that while the com- 
pany written statement may call for certain action as carried out 
down the line by the company representatives, it is a far cry from 
the written policy enunciated from the top. 

Now, counsel’s question to you is what is your understanding of this 
printed material that has been handed out, and I am not interested 
in your reading it. That we will be glad to have for the record; we 
will put it in the record. But will you describe in your own words 
how you understand it ? 

Mr. Wirson. Well, sir, as I stated before, I presented the dealer 
relations policy, and I wanted to confine my testimony to the testi- 
mony that was in the newspapers, and I think—— 

Mr. Roosevett. I am not asking you questions about any previous 
part of the testimony. I am asking you as a representative of this 
company, and because you have presented this to the committee—— 

Mr. Wirson. That is correct, sir. 

Mr. Rooseveur (continuing). I am now asking you in your own 
words, without looking at it, to tell me what your understanding is, 
because you are the representative of the company on the local level, 
what is your understanding of this statement that was issued from 
the top. 

Now, I said please don’t read it, but if you care to express it that 
way, you may do it. 

Mr. Witson. Sir, here is the point. I have submitted to this com- 
mittee our policy. I do not set the policy. 

Mr. Rooseveir. What is the policy in your own words? 

Mr. Wuson. I think the best thing to do is just read it here. 

Mr. Roosrverr. No, sir. I want to know. I know what it says in 
printed form. You don’t carry that around and read it off to the man 
as you go around from day to day. What is it as you understand it? 
Now, you relate it to me. 

Mr. Wuson. I indicated to you, sir, and so did the gentleman who 
preceded me, that I wanted to restrict. the testimony to this, and that 
I would stand on it, if you don’t mind, sir. 





DISTRIBUTION PROBLEMS 981 


Mr. Roosevett. Mr. Wilson, let me make it very clear to you—— 
Mr. Wiuson. Yes, sir. 


Mr. Roosrveir (continuing). And remember this is an open hear 


— 
r. Witson. Yes, sir. 

Mr. Roosrverr. The complaints of all these dealers, and it is in the 
testimony presented, is that in many instances the official publications 
put out by the companies sound simply fine, but when it gets down to 
the representatives on the local level they interpret it their own way. 

Now, that is what this committee is interested in, and as long as 
you are here, and as long as you have presented for the committee’s 
information a written piece of policy that comes and is issued by the 
top, it is a perfectly proper question for the committee to ask you in 
your own words to describe to us what this means to you. 

Mr. Wurson. As I have indicated in my testimony, the dealers are 
independent businessmen, and as such, they make their own decisions 
affecting their businesses, That is in simple words, that is my inter- 
pretation of the policy. 

Mr. Roosevetr. And that is what this says? That is your under- 
standing of what this says? 

Mr. Witeon, That is a recap, yes, of what—that has always been 
my feeling. 

Mr. Roosrvetr. mo of course, you mean your feeling as to what 
the company policy is 

Mr. Whew. Yes. 

Mr. Roosrevetr. And you do not care to enlarge any further than 
that? 

Mr. Wuson. No, I don’t care to at this time. 

Mr. Roosgverr. All right. 

Thank you, Mr. Wilson. We appreciate your appearance very 
much. 

Mr. Wuson. Thank you, sir. 

Mr. Roosevetr. The next witness is Mr. Butler. 

Mr. Hamiuron. I give the same admonition on this man. All he 
knows is what he read, and what I told him yesterday. 

Mr. Roossveir. But he is a representative of the company? 

Mr. Hamiuron. He is a representative of the company. However, 
he does not determine policy, as you well know. 

Mr. Roossver. I will not ask him to determine policy, I assure you. 

Mr. Butler, would you raise your right hand, please. Do you sol- 
emnly swear that the testimony which you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Butter. I do. 


TESTIMONY OF LLOYD BUTLER, SALES REPRESENTATIVE, 
GENERAL PETROLEUM CORP. 


Mr. Roosrvetr. Would you please be seated here. Would you give 
to the reporter your full name and your address and occupation. 

Mr. Butter. My name is Lloyd Butler. I am a sales representative 
with General Petroleum Corp. My home address is 3408 Niblick 
Drive in New Mesa and, as has been stated, I do not have a prepared 
statement. 
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Mr. Roosrvetr. Before we proceed any further, we will insert in the 
record the dealer relations policy of the General Petroleum Corp. 
(The document referred to follows :) 


An Important MESSAGE TO MosItGaAs DEALERS 


The policies that we businessmen follow in our dealings are so much a part of 
us, that very often we feel no urgent reason to put those policies in writing. 
For example, very few dealers go to the trouble to put in writing the policies that 
they follow in dealing with customers, employees, and suppliers. 

This makes sense. The important thing is for a businessman to develop and 
adopt fair policies and then with consistency, to live up to them. Publishing 
a statement of those policies is helpful only when there is a need to communicate 
the facts to many people. 

Just as you have sincerely strived to follow practical and fair policies, so have 
we at General Petroleum. Especially important to us is the policy that guides 
us in our relationship with you. 

Much of our “Dealer Relations Policy” has long been in writing. Other por- 
tions have never found their way into a formally written statement that was 
labeled as policy. 

With more dealers to contact and more men doing the contacting, there are 
many advantages to publishing a complete statement of our Dealer Relations 
Policy. 

We believe in trying to improve constantly our products, our ways of doing 
business, and our relationship with you. In providing you for the first time 
with this complete statement of our Dealer Relations Policy, we have under- 
taken sincerely to develop a guide that we believe will contribute to the best 
possible long-term relationships. 


DEALER RELATIONS POLicy 
GENERAL PETROLEUM CORPORATION 


The Company has chosen to market the major portion of its automotive prod- 
ucts through retail dealers including those served by our Distributors. Thus, the 
success of its automotive sales efforts depends largely on the success achieved by 
you, the Mobilgas Dealer. 

We believe you should know the Company’s basic beliefs about working with 
Mobilgas Dealers. Fundamental to this entire statement is the recognition that 
any sound business relationship must be based on fair dealing, mutual under- 
standing and respect. 

1. We seek to attract dealers who have an aptitude for retailing, a desire to 
own their own businesses, an interest in their communities, and a reputation 
for a reliability and integrity. 

2. In those cases where we lease property to dealers, we offer leases for terms 
as long as 3 years to those dealers who conduct their businesses in a responsible 
fashion, who have demonstrated over a period of time that they will maintain 
or enhance the value of the property, and who are financially sound. 

3. Our goal is for each Mobilgas Dealer to be so located that the market from 
which he can naturally draw trade is large enough to give the dealer the oppor- 
tunity to own a profitable retail business. 

4. To compete successfully, the Mobilgas Dealer must have up-to-date infor- 
mation on service station selling, management, merchandising, automotive de- 
velopments, and operation methods. We continually train our sales representa- 
tives to give, when desired by the dealer, counsel and advice on all phases of 
running a service station. To assure that this material and information will be 
practical, we base it on extensive research and testing. 

5. It has been the long-standing policy of the Company to offer Mobilgas 
Dealers national-brand products which can always be depended on to do the 
job for which they are intended and which are preferably better than, but at 
least the equal of, similar products marketed by our competitors. To support 
dealers in the sale of these products, we conduct a strong nationwide advertising 
program and make available effective point-of-sale material. 

6. In many areas we market our products through a wholesale distributor. 
We make available to our distributors and encourage them to make available to 
their retail dealers the same programs which the Company has for dealers it 
supplies and contracts directly. 
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7. For the good of all Mobilgas Dealers, we point out to each dealer the market- 
ing advantages which will accrue to him if he gives all customers prompt and 
courteous service. Equally important for the same reason, we urge each dealer 
to maintain his station properly, keeping it neat and clean, particularly the rest 
rooms. 

8. To help Mobilgas Dealers increase their sales and profits, we extend credit 
to thousands of Mobilgas users through our national credit card and credit check 
facilities. 

9. In any period of tight supply, our dealers will receive a fair share of our 
total supplies. 

10. We recognize that every Mobilgas Dealer is an independent businessman, 
free to buy and sell our products or others and free to operate his business as he 
deems best, subject only to applicable laws and to the conditions of written con- 
tracts with us. 

11. Prices in the oil industry are determined by competition. We believe our 
dealers, as independent businessmen in a competitive industry, realize that they 
cannot be guaranteed a net profit; that their net profit depends on operating 
efficiency, sales policies, service to the public, and managerial ability to keep 
expenses within the gross profit which competitive costs and selling prices per- 
mit. We stand firmly against price fixing from any source, government or busi- 
ness, because price-fixing is contrary to the competitive system which has given 
the United States the highest standard of living the world has ever known. 

As you have probably concluded, the above policy was worked out carefully 
and considerately. It and the new 3-year leases are the product of over a year’s 
work by Socony Mobil and G. P. people. 

We have attempted to bring complete and adequate understanding of this 
policy to all General Petroleum employees who contact dealers and to all whole- 
sale agents. They should be in position to discuss policy with you and to amplify 
any points on which you seek additional information. 

Our Dealer Relations Policy is, in a sense, an expression of our creed for doing 
business with you. We value highly the relationship that we have with you and 
other Mobilgas dealers. We want to maintain that relationship and wherever 
possible, to improve it. 

B. F. BAtt, 
General Sales Manager, General Petroleum Corporation. 
JUNE 20, 1955. 


Mr. Butter. I read certain things in the local press that I disagreed 
with and, because I received a telegram inviting me to appear before 
the committee, I will do so and tell you the things that I disagree with 
that I read. 

I was here part of the time yesterday, heard some of the testimony. 

I did not hear my name mentioned, and I don’t know who mentioned 
it, nor what I am accused of nor in what context my name was used, 
so I don’t actually know what to refute. 

However, there are statements that appeared in the press that have 
to do with situations which I am familiar with, and statements that I 
find are incorrect. 

I refer to the newspaper dated Au 30, the Evening Tribune, 
in which the statement appears by Mr. McMurray, quoting: 

“It was a question of getting out or cutting my prices,” said Lewis McMurray, 
lessee of a General Petroleum Co. station. “So I cut the prices.” 

I do not know if this is a correct quote of what Mr. McMurray said. 
If it is, then I disagree with Mr. McMurray, and I say that it was not 
a question of losing his lease or cutting his prices, as far as I was 
concerned. I am the sales representative in charge of the zone in 
which Mr. McMurray’s station is located. 

I contacted this station immediately—I contact this station and 
report to Mr, Wilson, my immediate supervisor, and to Mr. Blee, our 
district manager. 
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It is my duty, as a sales representative, to see to it to the best of my 
ability that our stations are manned, that dealers are found for our 
stations in my zone, and that the dealers—it is my duty to assist the 
dealers in maintaining the level of service, appearance, performance 
which the company feels from experience is good business practice, 
and which the buying public is going to demand. That is part of 
my duties. 


And in line with those duties I contact these dealers weekly, every 
2 or 3 weeks, depending on the occasion. 

I can state that I have never threatened Mr. McMurray or any other 
dealer with the loss of his lease if he did not cut price; never threat- 
ened him on anything. 

Mr. Arnovp. Could I interrupt just a moment? Have you ever 
had any conversations with Mr. McMurray or other dealers in which 


you mentioned the fact that there are other dealers who could take 
over the station ? 


Mr. Butter. What was the question ? 

Mr. Arnotp. Whether that remark was made in a friendly way 
or otherwise? Have you ever mentioned to your dealers in dis- 
cussing, let us say, company policy or price policy, have you ever 


mentioned to them that there are other dealers who might be available 
to take over the station ? 


Mr. Butter. Oh, I don’t recall it. 

Mr. Arnoip. You do not recall it? 

Mr. Butter. I don’t recall ever having made a statement like that ; 
no. 

Of course, I have been on the job for 3 years in San Diego, and 
I can’t remember everything I said. I do not recall ever having made 
a statement like that. 


There further appears in the paper a statement by Mr. Avsharian— 
this is Avsharian speaking—and he said: 


“I told a gas-company representative that if I had to come down in price, I 
might just as well cancel the lease,” he said. ‘““‘The company then typed up a 


cancellation notice, which I signed.” 

I assume that this refers to the time that Mr. Wilson talked to Mr. 
Avsharian at Mr. McMurray’s station back in October of 1954. At 
that time he did not sign a cancellation, as is stated there. Now, 
this might be an incorrect quote. 

He did sign a cancellation some time later, which I presented to 
him at his station at 3730 California Street. 

As Mr. Wilson indicated, we did have a particular problem with 
Mr. Avsharian and his two half-brothers named James and Dino Gus, 
who operated the station at Five Points, which is at 3730 California 
on a three-way partnership basis. 

They first—these 3 men, these 3 brothers, we will call them, first 
came to my attention when they applied for a service station at our 
office here in San Diego, and I interviewed them as prospective dealers. 

They told me at the time, all 3 of them, that they had had service- 
station experience, and that they felt competent to handle a station 
the size of Five Points, which is a fairly ange station, and because 
it is a large station and is a 24-hour unit, I thought it wise that we 
did have a 3-way partnership in there because I thought if we did 
have we could have a dealer or someone with a proprietary interest in 
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the station on the premises at all times, because they would have to 
split their work up into 3 shifts. 

And because of this, and because I believed them when they told 
me that they were experienced, we let them sign a lease, and we put 
them into the station. 

Well, what was, I think, a fairly sound theory did not work out in 
practice at all, because the station was mismanaged from the first. 

A station that had made money for its previous dealer and one 
that is doing a very good job for its present dealer, was evidently 
losing money for them. 

They were not experienced in the mechanical operation of the service 
station, and they were particularly bewildered by the accounting 
aspects of the station, and I think this can be testified to by their 
accountants which are the aforementioned McHenry Co. 

We had considerable trouble trying to persuade the boys to keep the 
service station presentable. 

They refused to take our advice as far as keeping things presentable. 
Oftentimes they had a day or so growth of eat and dirty clothes, 
and that sort of thing, which is not good business practice, and we 
advised the fellows against it. Any of the good dealers know that 
it is not good business practice. 

There were many customer complaints on this particular station, 
which I handled. 

The dealers had trouble financially ; they were often indebted to the 
corporation and to other congerns. 

When they left the station, to give you some idea of the sad state 
of affairs, when they left the station in, let’s see—they went in in March, 
March -of 1954, and left in October, I think it was, October of 1954— 
they stayed there 8 or 9 months—I think they went into the station 
with a total capitalization of about $6,000, and when they left they 
didn’t have enough money—they had to borrow money—to cover the 
claims on escrow, so they evidently lost all they had put into it besides 
the profit that the station had shown during the time they had 
operated it. 

Mr. Arnoip. Part of that loss was due, was it not, to the fact that— 
wasn’t the price war raging at this time? As a matter of fact, wasn’t 
the reason you asked them to meet competition or suggested or coun- 
seled them to meet competition at this time because of the price war? 

Mr. Burier. The price war, the price situation that you refer to, I 
think, started in October, wasn’t is, of 1954? 

Mr. Arno.p. That is our testimony. 

Mr. Butter. That is the time that they left. I think it was October 
or November. I don’t think it is too important. I can find out 
the exact date that they left. 

Mr. Arnotp. Wasn’t it this station, though, where you asked them 
to. lower or suggested that they lower their prices to be competitive? 
It was, wasn't it 

Mr. Butier. I didn’t quite get that. 

Mr. Arnotp. Was that the station on California Street where they 
had, I understand it, the three were there together as partners—it 
was that station where you asked them, together with Mr. Wilson, 
to lower their prices and to become competitive ? 

Mr. Burter. When the price situation broke out they were in the 
marketing area that was affected by that price situation, and it was 
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our suggestion that they become competitive with other major com- 
panies in their trading area. 

Mr. Arnoup. Yes. And then my question was asking you for your 
opinion on it, if you wanted to give it, could not the price war have 
been a very important factor in the fact that they left the station in 
not a good financial condition ? 

Mr. Butter. No; not a very important factor, because they left 
about the time the price war started, so they were already in bad 
financial straits. 

Now, this is unfortunate—maybe this is partly my fault; as a matter 
of fact, I never should have put them in there, because if they lost 
money somebody was at fault, and maybe it was me partly for not—— 

Mr. Roosrvett. Mr. Butler, on that point let me ask you something. 
It requires an initial investment of something around five or six 
thousand dollars, does it not, on the average? 

Mr. Butter. Well, that is pretty high. On that station it was. 

Mr. Roosevett. In that station it was approximately that amount ? 

Mr. Butter. Yes; approximately. 

Mr. Roosevett. You allowed them to make this investment and you 
accepted their application as managers for this station ? 

Mr. Butter. Yes. 

Mr. Roosrvett. How much checking did you do on the basis of 
their statements that they had experience ? 

Mr. Butter. Well, I didn’t expect them to lie to me when they said 
they had experience. I expected they were telling me the truth. 

Mr. Roosrvett. So you do not make any—it is the policy not to 
make any investigation ? 

Mr. Butter. No; that is not the policy. Sometimes we do if time 
permits, and sometimes we don’t. 

Mr. Roosevett. In other words—— 

Mr. Butter. I can’t answer for other sales representatives. I have 
made investigations and I have put dealers in that turned out very 
successful, that I have not made any formal investigation, merely 
inquiring around, and that sort of thing. 

Mr. Roosevetr. But there is no company policy that you carry out, 
no set company policy, with regard to investigating new applicants 
or new managers that you are going to install in various company 
stations? 

Mr. Butter. No; that is not a correct statement there. There defi- 
nitely is a company policy. 

Mr. Roosevert. Would you describe the policy, please. 

Mr. Butter. I can’t describe it in detail. 

Mr. Roosevett. I don’t want it in detail; just give it to me in gen- 
eral terms. 

Mr. Butter. Well, in general terms, there is definitely a policy of 
checking very carefully into a dealer’s qualifications mainly by inquiry 
to the dealer himself, and through a routine credit check. 

Mr. Roosevett. You check the dealer by inquiring of himself? 

Mr. Butter. Among other things. I also required a financial state- 
ment, made a request to the credit bureau for a credit check on the 
applicants, and so on. 

Mr. Roosevert. Did you receive a credit check on Mr. Avsharian? 

Mr. Burtzr. Yes. 








ee 





DISTRIBUTION PROBLEMS 987 


Mr. Roosrvert. And it was satisfactory ? 

Mr. Butter. It was satisfactory. 

Mr. Roosrvetr. However—— 

Mr. Burier. Of course, a credit check does not indicate whether or 
not he will be a good service-station manager. 

Mr. Rooseve.r. That is correct. 

In this instance you did not, however, check beyond his own state- 
ment as to his experience ? 

Mr. Butter. I think that is substantially correct. 

Mr. Roosevetr. All right, sir. Will you continue? 

Mr. Butter. Do you have any other question before I continue? 

Mr. Roosrvetr. I have several afterward, if you will go ahead. 

Mr. Butter. All right. Let’s see, I started out to tell you about 
the mutual cancellation which he did sign, which I think is pertinent. 
It indicates in my mind the type of a dealer that this man is, and was, 
and the type of a person that—the type of mistake I made. 

Mr. Arnowp. Incidentally, for the record, he is still a dealer for 
your company ? 

Mr. Butter. He is still a dealer, but at a different station. 

Mr. Roosevett. Wait a minute, let me get this straight. You admit 
you made a mistake in hiring him as a dealer, and he is now a dealer 
in some other location ? 

Mr. Butter. I will continue the story and give you the full details. 

Mr. Roosevett. I am very much interested. 

Mr. Butter. The mutual cancellation—there was—I don’t know 
exactly, I can’t remember exactly, the events leading up to his signing 
this mutual cancellation along with his two half brothers, but he 
did so one day in the fall of 1954 decide that he wanted to get out 
of the station, that he wanted to sign a mutual cancellation. I pre- 
sented one and he signed it, and his two partners did, too. 

Mr. Roosevett. And you have testified before this committee that 
you think he was doing a very poor job? 

Mr. Butter. That is right. 

Mr. Roosrvetr. All right. 

Mr. Butter. And so immediately after he signed the mutual can- 
cellation, he made a telephone call to someone and talked for a few 
minutes, and then asked to have the cancellation back, and I said, 
“Why?” He said, “I would like to read it over,” and so I offered 
him a blank cancellation that he could read over, and I put the other 
cancellation in my briefcase, put the briefcase in my car, and spent a 
few more minutes at the station, and left. 

When I arrived at the next stop I found my briefcase missing, and 
so I drove/back to the station, and I am certain that I put it in the 
car. One of the fellows took it out, and the mutual cancellation had 
been stolen. So if he would have wanted it that bad, I would have 

iven it back to him, because we certainly would not have done any- 
ing against his will. 

Mr. Roosevett. Now, wait a minute, Mr. Butler, you are not accus- 
— Avsharian of stealing it, are you? 

r. Butter. Absolutely not, but somebody stole it. [Laughter.] 

Mr. Roosrvett. You may proceed. 

Mr. Butter. So with that kind of a situation it is just another 
indication. 
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The only reason I tell that story, it is not a pleasant thing to tell, 
and I don’t like to give any of these details because they are nobody’s 
business except the dealer’s and the people involved, but some untrue 
statements have been made, and it is macy to refute those state- 
ments, and in doing so it is necessary to tell things about people and 
character and so on that are not pleasant, but that is the situation. 

Now, he remained in the station for, oh, a few weeks, I would say— 
a short time. 

Mr. Arnowp. Before you leave this part of your testimony, could 
I ask just a few questions? 

Do you have any recollection at all of the conversation between 
yoursllt and Mr. Avsharian at the time the mutual cancellation agree- 
ment was signed, at the time he signed it? Do you recall, in sub- 
stance, what was said by yourself and what was said by Mr. Avsharian 
or his half brothers? 

Mr. Butter. Well, he was definitely in trouble financially. I think 
he owed considerable. There was—there seemed no other way to clear 
up his obligations, other than to sell out. 

Mr. Arnoip. Do you recollect at all advising or counseling Mr. 
Avsharian or his half brothers at this time that he should lower his 
price in order to become competitive ? 

Mr. Butter. I think the price was already down at that time. You 
see, this was—— 

Mr. Arnon. In his station, was it down? 

Mr. Butter. I think so; I can’t really remember. 

Mr. Arnotp. Well, it is an important point. 

Mr. Butier. If it wasn’t it had nothing to do with the cancellation, 
that is why I don’t remember. I think the price was down. I could 
check that. 

Mr. Roosrvetr. But you see, Mr. Butler, that is the point, the point 
of Mr. Avsharian’s testimony. 

Mr. Burter. Not as far as Iam concerned, it was not the point, be- 
cause there was no discussion connecting lowering of price and cancel- 
lation. 

Mr. Roosrvexr. Well, you are testifying, then, in opposition to what 
Mr. Avsharian said that at the time that the discussion of the cancella- 
tion of his lease occurred, you did not discuss in any manner the situa- 
tion with regard to price set in his station? 

Mr. Butter. At the time the cancellation was signed ? 

Mr. Roosrvetr. At the time that the discussions occurred concern- 
ing the signing of it. 

Mr. Butter. No, it had nothing to do with the price. As a matter 
of fact, as I say, the price was already down. \ 

Mr. Arnotp. Let us be clear on that point. Are you absolutely sure? 
You are making a flat, unequivocal statement ? 

Mr. Butter. I am sure; there was no question of price there. 

Mr. Roosrve.t. Because the committee has sworn testimony from 
two people stating that at the same time that these discussions took 
place the price—— 

Mr, Butirr. You already know this story? 

Mr. Roosrvett. Took place. 

Mr, Butter. You already know this story ? 

Mr. Roosevert. That wis the testimony they gave yesterday. 
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Mr. Burier. Well, they didn’t mention anything about this that I 
am telling you. 

Mr. Roosevett. Mr. Butler, I am repeating to you that the testi- 
mony yesterday was that at the time that the mutual cancellation dis- 
cussion took place, that at the same time there was a discussion con- 
cerning the resetting of prices, as posted in Mr. Avsharian’s station. 

Mr. Burier. There was no discussion of price at the time I dis- 
cussed mutual cancellation with Avsharian. ; 

You see, the mutual cancellation was discussed two different times, 
once by Mr. Wilson, Mr. Jessup, and once by me. 

Mr. Roosrveutr. And Mr. Wilson has testified that he did not dis- 
cuss it, and now you testify that you did not discuss it ? 

Mr. Butter. That is correct. 

Mr. Rooseverr. All right, sir. 

Mr. Burier. Due to the seriousness of the position that they were 
in, it was obvious that something was going to have to be done. 

I had counseled with them repeatedly and attempted to help them, 
went so far as to outline a list of things that should be done as con- 
cerns good business practice, to aid the station in getting back on 
its feet, such things as cleanliness, and just things that every good 
dealer automatically practices. 

I presented this list—I told them about it verbally many times, but 
I decided to write a list of them and just maybe keep it in the office 
so they could have a reminder, and discussed it with all three partners, 
and Mr. John Avsharian, the father of these boys, was there also when 
I presented this list; and we tried to make a go of it, but when it be- 
came obvious that we could not, and that the other two boys, the other 
two partners were losing interest in the station 

Mr. Roosevert. Did they make any effort to carry out the sug- 
gestions which you had made? 

Mr. Butter. They may have for a day or two, but it didn’t last 
very long. 

Mr. Roosrvett. In other words, it was not a successful adoption of 
your suggestions ? 

Mr. Butier. That is right. 

Because—I can’t say out of the goodness of my heart, but what it 
amounted to was in order to give Mike a chance to run a station on 
his own—I think that he was, of the three, the better operator, and 
that a great deal of the responsibility for the failure of the Five Point 
Station was his two partners—in order to give Mike Avsharian a 
chance to recoup some of his losses and to carry on with a livelihood 
and to give him another chance, we put him into a smaller station, 
which I felt that he could probably handle, and that is the situation 
that he is in now. 

But he still is not a successful dealer in comparison with what are 
considered successful dealers, and there are still customer complaints 
and improper practices and uncleanliness, and so on, just not a good 
dealer. 

Now—— 

Mr. Roosrvert. Upon what did you base your feeling that he was 
not to blame, but his two brothers, half-brothers, were, and that, there- 
fore he would make a better dealer in a different location ? 

Mr. Butter. On what did I base my feeling? 

Mr. Roosevert. Yes. 
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Mr. Buter. Well, I observed the three boys seeing their operation 
of the station, and I could tell which had the most ambition and which 
had the most knowledge of service station business, and Mike was 
married, and he had a family. Theothertwoweresingle. He seemed 
to be a more stable type—just general circumstances. 

Mr. Roosevett. Well, was there any new investment required of 
him in the new station ? 

Mr. Butter. I believe there was. I believe he had to borrow some 
money from his father-in-law in order to purchase the stock and 
equipment of the new station. 

Mr. Roosevett. You know, Mr. Butler, there was testimony back 
east by someone that sometimes you had to go out and look for suckers 
to fill up some of these marginal stations. I think you found another 
sucker, don’t you? To require a man who had lost a lot of money—— 

Mr. Butter. Your opinion of Mr.— 

Mr. Roosevett. To put up another sum of money when you knew he 
had been a failure in the first instance, where you can point to little 
or nothing specifically that would have made him a good station 
operator, to take his money, which you knew was borrowed money, as 
you have testified, and to put him back into another location without 
any fundamental reason for thinking he was a good operator, seems to 
me not only not a kindness but a great disservice to the man. 

Mr. Butter. Well, I didn’t look at it that way. 

Mr. Roosrveur. Well, obviously you didn’t. 

Mr. Butter. I am sorry to hear you feel that Mr. Avsharian is a 
sucker. But I thought I was doing him a favor. We were definitely— 
I was—taking a chance. 

Mr. Roosevetr. You were finding a manager for a station that had 
to have a manager. 

Mr. Butter. I had no trouble finding dealers for that station. 

Mr. ARNOLD. You testified it was a poor station, did you not? 

Mr. Buttzr. No, I didn’t. 

Mr. Arnowp. It was not a 

Mr. Butter. I testified it was a smaller station. 

Mr. Roosevett. Has it a good record? What is the record of that 
station? How much gallonage? 

_ Mr. Bouter. For a small station, the gallonage right now is approx- 
imately 9,000 a month. It is not a big station; it is not a poor station. 
It is an average, small station. 

Mr. Roosrvevr. And did the previous owner average 9,000 a month ? 

Mr. Burier. The previous owner. No; I don’t think he averaged 
quite that much. Of course, the previous owner was in there prior to 
the gas war, gas price reductions, and that made quite a difference in 
the volume. 

Mr. Roosrveur. So, without any price war to fight, he still didn’t 
have good gallonage in that station, the previous owner ¢ 

Mr. Butier. Well, what is good gallonage? 

Mr. Roosevetr. I am onion you. You said he didn’t have as much 
as 9,000. Certainly you would agree with me that anybody who drops 





much below 9,000 is not going to make a living out of it. 

Mr. Butter. I wouldn’t say that. There are a lot of stations in 
town pumping less than nine who are making a living. 

Mr. Roosrve.t. What do you call a living? 
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Mr. Butier. Your opinion is as good as mine as to what a living 
is. 

Mr. Rooseveur. I would like to know what you call a living. What 
do you think, as a station manager, your station owner should be able 
to make in order to have a decent living? 

Mr. Butter. I would rather not answer that question, Mr. Roose- 
velt. 

Mr. Roosrvetr. I don’t blame you. [Laughter.] 

Why did the previous operator leave? 

Mr. Butter. The previous operator—let’s see, he got a job as a 
plasterer. He was a plasterer before he took over the station, and he 
returned to plastering. 

Mr. Roosrvetr. So he thought he could do better as a plasterer than 
he could as the owner of the station ? 

Mr. Butter. He must have, or he wouldn’t have left. 

Mr. Roosevetr. Now, you were familiar with this statement of pol- 
icy distributed to your dealers and handed out by the company which 
Mr. Wilson presented to us? 

Mr. Butter. Well, I have read it over, but if you are going to ask 
me questions on policy, you know that 

Mr. Roosrverr. I am not going to ask you any questions on policy. 

Mr. Butter. I would rather not answer any questions having to do 
with company policy. You realize that my position 

Mr. Roosevetr. But, my good man, you are supposed to carry out 
company policy, and yet you-do not want me to a you any questions 
about company policy. 

Mr. Butter. That is correct, because I have no authority to make 
any statements regarding company policy. 

Mr. Arnoxp. Is it the truth that you are afraid you don’t know what 
the company policy is? 

Mr. Roosrverr. You are telling me that you do not tell the dealers 
what company policy is? 

Mr. Butier. Well, I instruct the dealers on what 

aa ROCeaNaLT. On what you want them to do, or what is company 
policy ? 

Mr. Butter. On what I think the proper business practice—— 

Mr. Roosrvett. On what you think it is. 

Mr. Butier. And what the company thinks it is, yes, and what 
other dealers think it is. 

Mr. Roosrvett. In other words, you tell them sometimes what 
onnne policy is, and sometimes you tell them what you think it 
would be proper for them to follow? 

Mr. Butter. That is true. 

Mr. Rooseveur. That is true? 

Mr. Butier. Yes. 

Mr. Roosevett. Well, believe me, at long last I have discovered what 
I am trying to say all along here—— 

Mr. Buturr. That is that—— 

Mr. Roosrvert. That the important thing that these companies 
have to understand is that company policy, as issued from the top 
in many instances is not followed all the way down the line, and you 
have testified to that beyond any question, and that what you do and 
what you say when you walk into a dealer, he thinks of you as the 














WAL SCRN NG i AAR ei 2 2S RR CCNA 


MPURLEL 2 ir 





992 DISTRIBUTION PROBLEMS 


company representative, and when you make a statement, that is the 
company’s statement as he is concerned ; it is not your individual state- 
ment. 

It is—you speak for the company, and our great complaint all over 
this country i been that certainly they hand out fine-sounding 
phrases from the top, and then the people who are their representa- 
tives at the bottom do what they please with it. Sometimes, as you 
have testified, they adhere to it, and sometimes they follow their own 
judgment. 

Mr. Butter. I haven’t testified to that. 

Mr. Roosrveit. Would you read the gentleman’s testimony back to 
him, please, from the point where I asked him the question as to 
whether or not he enunciated company policy to his dealers. I want 
him to hear what he said. 

Mr. Butter. Well 

Mr. Roosrveit. You just listen to it. You are under oath, and this 
is what you said. The reporter will read it to you. 

(The reporter read the record, as directed.) 

Mr. Rooseverr. In view of that, is there any change you want to 
make in your statement ? 

Mr. Butter. I don’t know that you can differentiate between what 
company policy is and what I think; they are the same thing. 

Mr. Roosevett. All right, sir; we will not follow it up any further. 
We will let the record stand as it is. 

I want to ask you, in the statement which has been distributed to 
your dealers, in the middle section, paragraph 2: 

In those cases where we lease property to dealers, we offer leases for terms 
as long as 3 years to those dealers who conduct their businesses in a responsible 
fashion, who have demonstrated over a period of time that they will maintain 
or enhance the value of the property, and who are financially sound. 

My question to you is how many dealers do you have under your 
supervision ? 

r. Buruer. I have eight. 

Mr. Roosevett. You have eight. 

Do any one of those 8 have a 3-year lease? 

Mr. Butter. No, not at this time. They may have. 

Mr. Roosevett. What? 

Mr. Butter. Some of them may have. 

Mr. Roosrvett. Well now—— 

Mr. Burier. At a future date. It is policy-——— 

Mr. Roosrvett. I am talking about now. Do any of your dealers at 
the present time have a 3-year lease? 

r. Borizr. No. 

Mr. Roosevett. Do any of them have a 2-year lease? 

Mr. Butter. No. 

Mr. Roosrveit. They all have 1-year leases? 

Mr. Butizr. That is correct. 

Mr. Roosevett. Do they all have a 30-day cancellation clause in 
their lease ? 

Mr. Butirr. No. 

Mr. Roosrverr. Under what circumstances do you put the 30-day 
ee clause in and under what circumstances do you elimi- 
nate it 
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Mr. Burter. I don’t determine that. 

Mr. Roosevett. Who does determine it? 

Mr. Bouter. The district manager. 

Mr. Roosreverr. Do you make a recommendation on it? 

Mr. Burier. He makes out the leases and I take them out to the 
dealer to be signed. 

Mr. Roosrvett. I did not ask you that. I asked you whether you 
made a recommendation as to whether there should be a 30-day can- 
cellation clause. 

Mr. Butter. We discuss the dealer and his circumstances. 

Mr. Roosevett. How many of your dealers, of your 8, have 30- 
day cancellation clauses ? 

Mr. Butter. I don’t know. I would have to look in the files. 

Mr. Roosrevetr. You have only 8, and you do not know? 

Mr. Butter. That is correct; I don’t know how many have. 

Mr. Arnoitp. You know at least two have? 

Mr. Butter. Yes, I know at least two have.. 

Mr. Roosevett. All right. 

Now, my next question is on paragraph 10 of this same statement, 
but before I go to that, none of your 8, although this is company 
gore , would seem to qualify for a 3-year lease as of this time, at 
east 

Mr. Butter. What was that question ? 

Mr. Roosevett. As of this time, none of your 8 dealers qualify for 
this very nice offer which is reemphasized later on, that you have 
3-year leases available ? 

Mr. Butter. As I said, it is not up to me to give them a 3-year lease 
or not. 

Mr. Roosevett. No; I am asking a factual question. 

Mr. Butter. However, I do think some of them qualify or will 
qualify when their lease comes up. 

Mr. Roosrvett. Of course, you have said that is your opinion, but 
you do not hand out the leases. 

Mr. Burger. That is right. 

Mr. Roosevett. So as of now none of them do. 

Now, paragraph 10: 

We recognize that every Mobilgas dealer is an independent businessman, free 
to buy and.sell our products or others and free to operate his business as he 
dieems best, subject only to applicable laws and to the conditions of written 
contracts with us. 

Do you have a written contract with the dealers that you do business 
with, regarding the sale of TBA products, other than those sponsored 
by the company ? 

Mr. Burier. To my knowledge we have no contract covering TBA 
products at all. 

Mr. Roosevett. Of any kind? 

Mr. Butter. That is right. 

Mr. Roosevett. Do you make any effort to sell TBA products spon- 
sored by Mobilgas to your dealers? 

Mr. Butter. Products which we handle? 

Mr. Roosrveur. Products which you sponsor. 

Mr. Butter. Yes; I make an effort to sell them. 
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Mr. Roosrveitt. When you make an effort to sell them, have you 
ever indicated that it is company policy that they should have 
preference ? 

Mr. Butter. No. 

Mr. Roosrvett. Never at any time have you made any statement 
that it was company policy that these products should have preference? 

Mr. Burier. No; I have not made any statement that 1t was com- 
pany policy that our products should have preference. 

Mr. Roosrveur. Would you then tell me how you urge that the 
company-sponsored products be sold? What is your sales pitch, so to 
speak ? 

Mr. Butter. I believe that any station that is properly equipped 
should have a certain stock or certain stocks of merchandise, and I 
encourage the dealers to carry these adequate stocks. 

Mr. Roosevett. Have you ever objected to any display of other 
than company-sponsored stock on the station of any of your dealers? 

Mr. Butter. I have never told any dealer that they could not handle 
a competitive TBA item. 

Mr. Roosevett. I did not ask you that. I asked you whether you 
have ever objected to the display of any other than company-sponsored 
products ? 

Mr. Butter. Perhaps in the normal operation of the station I have 
objected to displays of Mobil products, if they weren’t neat and tidy 
and proper, as well as other types. 

Mr. Roosevett. Now will you answer my question. My question 
was: Have you ever objected to the displays of other than company- 
sponsored products in any of the stations over which you have super- 
vision ¢ 

Mr. Butter. Well, as I said, if the displays are in such a way as to 
be untidy or unneat or unnecessary. 

Mr. Roosrvett. What do you mean by “unnecessary” ? 

Mr. Burizr. Well, if you have too much of a display or if it is in 
the way of—or if it is an inappropriate location, something like that, I 
may have objected. I may not have objected as such, as a formal ob- 
jection, but I may have made a suggestion. 

Mr. Roosrvert. However, doesn’t this very clearly say that this 
dealer is free to operate his business as he deems best ? 

Mr. Butter. Yes. 

‘ Mr. Roossvetr. Therefore, what right have you to object to it if 
e-——— 

Mr. Butizr. I didn’t say I objected to it. I said I made a sugges- 
tion if I thought it was warranted. 

Mr. Roossrvett. I see. The power of suggestion from a member 
of a big supplier carries rather a great deal of weight when you hold 
life and death over that man, one, as to his lease and, second, as to 
his ability to get that supply; and I would just like you to remember 
that in the future that what you may pass out as easy suggestion comes 
rather officially from you as the representative of your company. 
Pe ey It also comes as a suggestion to help the dealer help 

imself. 

Mr. Roosevetr. Well, Mr, Butler, unless you have anything else 
you want to discuss with the committee, we appreciate your coming, 
and I want to emphasize that we were not trying to badger you, but 
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simply to point out some of the things which have come to the atten- 
tion of this committee, and which we are trying to get clear because 
it is of vital interest to us primarily that these people remain as in- 
dependent businessmen, nae if practices are growing, even inadvert- 
ently, that it is helpful to the companies as well as to the dealer for 
these practices to be brought to light in order that they may be cor- 
rected, preferably by action within the industry itself. 

You understand that, do you not? 

Mr. Butter. I have always considered them independent business- 
men. 

Mr. Roosrvett. Well, I hope you will continue to consider them so. 
Thank you very much. 

The next witness and, I believe, the last witness, unless somebody 
else wishes to be heard—and, if so, I wish he would inform the com- 
mittee immediately, otherwise the concluding witness will be Mr. Don 
Cartwright, the executive secretary of the Retail Petroleum Dealers 
Association of San Diego. 

Will you raise your right hand, please. 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help yo God? 

Mr. Carrwrient. I do. 


TESTIMONY OF DONALD CARTWRIGHT, EXECUTIVE SECRETARY, 
RETAIL PETROLEUM DEALERS ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Roosevert. If I have correctly stated your position and title, 
you eink have to repeat it; otherwise, would you correct it for the 
record { 

Mr. Cartrwricut. That is correct, sir. 

Mr. Roosevett. All right; you go right ahead. 

Mr. Cartwricur. Mr. Roosevelt, I am quite interested in 2 or 3 
remarks made by the last witness, if I may bring those up. 

I believe in both cases they inferred that the price situation started 
some last October of 1954; is that correct, sir? 

Mr. Roosrvett. I think it is what has generally been so stated. 

Mr. Cartwricut. Well, the reason I mention this, sir, is because we 
were in yesterday’s hearing harassed with a suggestion that the price 
situation did not start until August of 1955, and this, through the 
supplying companies’ own admission, started sometime in October of 
1954. 


I merely wanted to have that brought out. 

I would like, first of all, to make mention that we, as an associa- 
tion in San Diego, are members of the National Congress of Petroleum 
Dealers, who represent many thousands of service stations throughout 
the United States, and service-station operators. 

So, for the record, again I would lke to say that we are indeed 
not a minority, but certainly a very relative factor in this cause for 
bringing about a fair and cantabin margin for our service-station 
operators. 

Mr. Roosrvetr. Did you say that your association represents at 
least a majority of the dealers in this area ? 
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Mr. Cartwricut. My contention will be that our association repre- 
sents the majority of the retail service-station operators in the metro- 
politan city area. 

Mr. Roosevetr. By that, in order to pin it down, do you carry as 
dues-paying members a majority of the dealers? 

Mr. Cartwrient. Yes; we do, sir, in the metropolitan city area. 

However, do I have to qualify that? I will be glad to qualify it, 
if you wish. 

Mr. Roosevet. If you want to qualify it, you se it. 

Mr. Cartwricut. In the entire area of San Diego County we feel 
that there are some 850 stations. There are many smaller stations 
which we do not have as members of our association, but in the metro- 
— area we do cover what I feel is a majority of these stations, 

eased-station operators. 

Mr. Roosrvert. Yes. 

Mr. Cartwricut. We are composed of self-serve stations; we are 
composed of company-leased stations; we are composed of privately 
owned stations. By that, I mean stations that own the property and 
buy their oil products from the major oil companies. 

Our purposes are to further the principles of good businessmen, 
to create just margins so that the men may operate on these prin- 
ciples, and to inspire service stations to become better merchants 
throughout the area. 

I believe that our growth as an association for the past 12 months 
in which it has more than doubled its membership will stand on its 
own—will stand on its own merits in that cause. 

We have been accused of upholding gas prices and, for the record 
again, I would like to say that as an association we are not interested 
in the price of gasoline. We are interested in the margin that our 
members are able to make so that they may stay in business and 
make a profit. 

We have no interest in the price, so, therefore, we are not interested 
ee to maintain a high price on gasoline, as many are led to 

ieve. 

Now, out of respect for the Roosevelt subcommittee, who have so 
generously given their time to conduct this hearing, I do not wish to 
elaborate on the inadequacies or to resort to bickering with outside 
elements who seek: to disrupt,:and possibly to abuse testimony here 

ven. 
e'The very essence of Mr. Lundberg’s report to your committee, sir, 
indicates a frustration, and certainly a desire of his, or of those whom 
he represents, to influence public opinion, and in so doing to try to 
discredit the Roosevelt subcommittee hearings which have made 
public the discrimination by some, and again I would like to qualify 
that, suppliers against leased service station operators throughout the 
entire United States, as is shown by the record of similar hearings 
conducted over a vast period of time. 

I would like to qualify that word “some.” I have been with the 
association since September 28 of last year, and I think that being in 
the field, as I have, I am qualified, well qualified, to observe the dif- 
ferent groups during this particular period where there has been a 
definite price struggle, and I do not want it to go on record that we are 


saying that all of the major suppliers are to blame for this price 
situation. They certainly are not, sir. 
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There are a few who have made an effort to create a definite price 
condition, and there are others who have not, and if you wish to 
question me on that later, I would be glad to elaborate on that. 

The ruthlessness and the unwarranted attack upon our small asso- 
ciation in yesterday’s hearings appears as evidence of a desperate 
back-to-the-wall stand to convince the once gullible public here in 
San Diego that service-station operators are to blame for these 
devastating price wars. 

But, in his eagerness to immunize the supplying companies which 
we claim he represents, he has overlooked vital points which will bear 
witness to his incompetency and his desire to distort the findings of 
these and other similar hearings conducted by the Roosevelt sub- 
committee. 

Here again I would like to state for the record, what of the tens 
of thousands of testimonies on record made by service-station opera- 
tors who have gone down fighting for the rights they have as inde- 
pendent businessmen? Were they expendable? Was their gallant 
effort to establish reasonable margins and desirable working conditions 
all in vain? 

Is it possible that these and thousands of other witnesses must 
become fatalities before a just and honorable standard of operation 
will be realized ? 

Must the city of San Diego suffer such an economic setback because 
of the selfish interests of a few, but financially capable suppliers, who 
resort even to oppressive practices which we have shown to your 
committee to further their own gains? 

Where and when do such unfair practices cease? In what other 
business is the retailer’s activity so throttled as it is in the service- 
station business? In what other business does the operator work so 
many hours and aggregate so little, as the service-station industry ? 

There is only one answer, none. 

And, Mr. Roosevelt, in my opinion, only when such recommenda- 
tions as your H. R. 7096, and other such bills to protect the independ- 
ent businessmen from domination by their suppliers are enacted, then 
and only then can we expect the freedom of operation under the rights 
inherent to any and all citizens of the United States of America. 

That is my statement, sir. 

Mr. Roosseverr. Well, thank you, Mr. Cartwright. 

I don’t think you need to repeat the companies that you feel have 
led the way in the price war here. I think they have been identified in 
previous testimony. 

I would like to ask you whether you believe that your association, if 
given close cooperation by the management of the major suppliers, 
could eliminate many of the practices through interindustry coopera- 
tion, and thus avoid some of the apparent misjustices and harmful 
economic conditions which have ensued ? 

I particularly refer you to the question here, for instance, where 
the Mobilgas Co. announces that it is their policy to good dealers to 
grant them 3-year leases, and yet, as of this moment, we have no fig- 
ures which would show that that policy has been implemented in any 
manner. 

In fact, out of 8 dealers which the previous witness testified to that 
he supervised, not one of them had a 3-year or anything beyond a 
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1-year lease, and most of those had even a lesser lease due to the 30-day 
cancellation clause. 

Again, along similar lines, the witness testified to the fact that the 
company had allowed a man to reinvest after a considerable financial 
loss in his first venture, to reinvest again, although there was, as far 
as we could find, little or anything to be brought out that would jus- 
tify his having been placed in a new location. 

What I want to get is: In your opinion, is there a field or an 

opportunity available to the companies as well as the dealers to get 
together through the dealers’ associations and through the company 
representatives and organizations to eliminate much of the disputed 
oints ? 
Mr. Carrwrtenut. I believe that we have not only indicated but have 
made public through our service-station operators and also through 
every opportunity that was available to us that we stand ready at all 
times to meet with the major oil companies in roundtable, shall we 
say, discussions to try to further the industry and help the service- 
station operators to become better businessmen and to iron out any 
irregularities which we feel are not justifiable, and any irregularities 
which the companies feel are not justifiable. 

Mr. Roosevert. Mr. Cartwright, may I interrupt you for a moment? 

Mr. CartwricuHt. Yes, sir. 

Mr. Roosrveit. We had a specific case here of a man by the name 
of Avsharian. 

Mr. Cartwricutr. Avsharian. 

Mr. Roosevett. Who, I think, you probably know. 

Here was a situation, in my estimation, where a man could have been 
saved considerable financial hardship as well as personal suffering if 
your association and the companies had been able to work out a situa- 
tion so that the things that had to be done were done. 

Was there any negotiation, was there any contact between your 
association and the company in question in an effort not to bring 
him into a situation—because when I mentioned the word “sucker” I 
don’t mean that he is a sucker in any respect except that the company 
was willing, without adequate ground, to put him into a situation 
where obviously, as the company now says, he has no right to be— 
and it is those situations which, for the sake of the human lives 
involved, that I think that you and the companies have a tremendous 
responsibility. That is why our committee recommended, for instance, 
that no man be allowed to make any investment in a station until a 
9-month probationary period had taken place, and at the end of that 
9-month period that there should have been established that he had 
the adequate qualities that would make him a successful manager 
before he was allowed to invest one penny of his own money. 

Obviously, that didn’t take place Sens: Do you believe that is the 
kind of a situation that you and your association could be of tre- 
mendous help in working out with the companies? 

Mr. Cartwricut. I feel that I would like to go on record as saying 
at this time that not only myself but all the members of our associa- 
tion, that I have talked to, definitely feel that in a case where any 
company has a just cause for dismissing an operator, and by just cause 
T mean cause which has been proven to be an undesirable operator, not 
only because of finding his washroom dirty one morning, which possi- 
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bly could not have been avoided, but I mean a really justifiable cause, 
then certainly we, as an association, stand ready to back the com- 
panies, the major oil companies, in their desire to replace this party, 
whether he is a member of our association or not, sir. 

We feel—pardon me, sir—that we stand ready at all times to meet 
with any company. 

We feel that we are strong enough in membership. We feel that 
our purpose is certainly—and it certainly should be the purpose of 
the major oil companies—to try to bring about better living conditions 
for the industry here in San Diego. 

Therefore, as an association, we have always and as of this minute 
and in the future do stand ready to meet at any time in mutual col- 
laboration to try to establish better working conditions for all service- 
station people. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnoxp. I would like to make one remark for the record, that 
I have personally visited Mr. Avsharian’s station. As a matter of 
fact, I think Mr. Cartwright was there, also, and from my own 
personal inspection the station was a very neat station, was a very 
excellent station, had good traffic, and I noticed did a very good job. 

I would just like to point out for the record that there is a conflict 
of testimony between what Mr. Avsharian says and what the com- 
pany official says. 

If we take the company official’s testimony as being true, then 
poe os Mr. Avsharian is inefficient and has been and has in effect 

ecome a sucker. 

If we take Mr. Avsharian’s testimony as true, then I think the 
reason for the discrimination against him is coercion on the part of 
the company. I would like the record to show that I do not believe 
any determination as to which story is true has been made. 

Mr. Roosevett. The record will so show. 

Mr. Cartwright, the only other thing which I would like to put to you 
is the paragraph, paragraph 10, in the statement which Mr. Wilson 
left with the committee. I think it should become part of the under- 
standing of what this committee is trying to do, and our request to you 
for future contact with the committee will be completely around this, 
that when they say: 

We recognize that every Mobilgas dealer is an independent businessman, free 
to buy and sell our products or others, and free to operate his business as he 
deems best, subject only to applicable laws and to the conditions of written con- 
tracts with us— 
that is a basic fundamental statement which, if carried out and lived 
up to by all of the company officials all the way down the line would 
ee ae eliminate a great deal of the difficulties which we have 
to face. 

I think that there are other phases of the business which do not deal 
directly with dealer-management or dealer-company relationship, 
which will have to be very much more carefully considered. 

However, if your association or any company or any dealer at any 
time has any suggestions which they care to forward to the committee, 
or if you have situations which you care to inform the committee 
about, provided they are in certified form, we will be happy to have 
them, and happy to include them in the record. 
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We came to San Diego primarily because of your invitation, and 
upon the basis of your statement of conditions as they exist here at 
the present time. 

We feel that the remedy for this situation lies largely in negotia- 
tions between yourself and the companies. 

We can see that, in our opinion, there are definite mistakes which 
have occurred, which must be rectified if this situation is not to be 
repeated and if it is not to continue. 

This committee hopes very sincerely that the situation can be 
resolved between those within the industry itself. 

The legislation which has been proposed will merely put into prac- 
tical legal form the very statement which has been made by the Mobil- 
gas Co. in this paragraph No. 10; and, therefore, we hope it will have 
the support not only of the dealers but of the companies and all of the 
rest of the people within the industry. 

Lastly, the committee will forward to the attorney general of Cali- 
fornia, Mr. Edmund G. Brown, a transcript of this testimony in the 
belief that the laws of California and, particularly, the antitrust divi- 
sion of the State attorney general’s office, have a responsibility within 
this realm, particularly here in California, and we will forward a 
transcript of the record for his information and for such action as he 
may wish to take, resulting from the information that is evident in 
the testimony. 

We thank you, Mr. Cartwright, for your appearance and for your 
cooperation. 

Are there any other witnesses? 

Mr. Kocxkrrrz. Mr. Roosevelt, my name is Frank J. Kockritz, Jr., 
and I am an attorney with the firm of Gray, Cary, Ames & Frye. We 
represent the Standard Oil Company of California here. 

You have sent an invitation to Mr. William H. Bade, who is the 
division manager of the marketing department—retail in this area. 

Mr. Bade has appeared with me throughout these hearings, and I 
would like to submit his affidavit for the purposes of the committee. 

Mr. Roosevetr. We will be very glad to accept it. 

Mr. Kocxrirz. In submitting the affidavit, I would like to make it 
very clear that the only representatives that the Standard Oil Com- 
pany of California has had here are Mr. Bade and myself. 

Mr. Roosrvetr. Does Mr. Bade care to read the testimony to the 
committee, or does he just 

Mr. Kocxrrrz. I don’t believe he does. 

Mr. Roosreveir. He just wishes to present it in affidavit form? 

Mr. Kocxrirz. If you please. 

Mr. Roosrverr. It will be so receiyed, and will be printed in the 
record of the committee. 

Mr. Kocxrrrz. Thank you, sir. 

(The affidavit of Mr. Bade is as follows :) 


AFFIDAVIT 





STATE OF CALIFORNIA, 
County of San Diego, ss: 

William H. Bade, being first duly sworn, deposes and says that: 

He is a division manager of the marketing department—retail of Standard Oil 
Company of California. The territory under his supervision is the following: 
All of the county of San Diego and portions of Imperial, Riverside, San Bernar- 
dino, and Inyo Counties, and a portion of southern Nevada. His duties pertain 
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solely to the marketing activities of Standard Oil Company of California, con- 
cerned with retail outlets including service stations operated by independent 
Chevron dealers and those operated by Standard Stations, Inc., a subsidiary cor- 
poration of Standard Oil Company of California. He is thoroughly acquainted 
with all matters pertaining to those activities in his division, and the following 
statements apply to operations in his division and in certain instances, specifically 
to operations in San Diego County. 

Standard Oil Company of California has a firm policy which he has carried 
out in the areas in question, that every Chevron dealer who buys products man- 
ufactured or handled by the company shall be recognized and dealt with as an 
independent businessman. In all instances Chevron dealers are approached and 
dealt with as the bosses of their own businesses. The company makes no attempt 
to dictate the prices at which Chevron dealers may or should sell products dis- 
tributed by the company to them. To the contrary, company representatives 
advise such Chevron dealers that the setting of price is completely a matter 
within the dealers’ discretion. The company has not exerted any pressure upon, 
threatened or coerced any dealer in any manner, either to raise or lower the 
prices at which he sells gasoline or other products. That policy and practice 
has been followed for many years, including the last several weeks. 

Standard Oil Company of California is extremely interested in the economic 
welfare of its Chevron dealers and cooperates with them to assist them in con- 
ducting a profitable business. To that end it has and does extend temporary 
price allowances to its dealers in an area where, in the judgment of its repre- 
sentatives, competitive prices are so depressed that the dealers in that area 
must have assistance. Such temporary allowances have been in effect in San 
Diego for several weeks and were given unconditionally in that the dealer was 
free to reduce his prices or not, as he saw fit. Under no circumstances do the 
company representatives direct that a dealer should lower his prices because 
of such temporary allowance, nor does the company remove a temporary allow- 
ance because of whether or not the dealer lowers his prices. When such a tem- 
porary allowance is given, the Chevron dealers remain free to charge for their 
products what in their discretiom is proper. 

Solely because of the current fluctuations of gasoline prices in the city of 
San Diego and areas immediately contiguous, your affiant, on August 26, 1955, 
surveyed the prices at which Chevron dealers in that area were on that day 
selling Chevron gasoline (the nonpremium gasoline). That survey showed a 
range in price from 25.9 cents per gallon through 31.7 cents per gallon, and 
within that range 17 different prices had been adopted by the Chevron dealers. 

Although the following matter is not within your affiant’s function of responsi- 
bilities, he is adyised of the following facts bearing upon the supply of gasoline 
by Standard Oil Company of California to distributors who remarket the gaso- 
line through their own channels and under their own brand names. 

Those distributors determine their own supply sources, which may include 
others than Standard Oil Company of California. They handle their own sales 
to their customers which they supply. Standard Oil Company of California 
does not participate in handling the transactions between such distributors and 
their customers. 


[SEAL] WILtiAM H. Bape. 

Subscribed and sworn to before me this 29th day of August, 1955. 

DorotHy D. Bricut, 
Notary Public in and for said county and State. 

Mr. Fasris. My name is A. J. Fabris. Mr. Roosevelt, I represent 
the Shell Oil Co. 

I have attended these proceedings and we, of course, are very much 
interested in the pending matter. 

I believe the records of your committee will show that in the East 
when you conducted your hearings there, our people participated in 
the presentation of information and data to the committee. 

e received the request of your committee to appear here today 
through our representatives, but I think the nature of the hearin 


suggests the difficulty that is presented in putting on an individua 
witness. 
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The Shell Oil Co. very definitely is very much interested in this 
matter, and wants to cooperate, ant we so desire, in turn, to address 
ourselves to the whole record, so that we will have an opportunity to 
answer any of the charges that might have been made against us. 

We had no awareness of what those charges might be, as they have 
developed in the course of the hearing. Some of our people have been 
mentioned, and some incidents have been eine, e desire to 
make a full investigation of that, and we would very much appreciate 
the opportunity of making such later submission under oath to your 
committee for inclusion in the record as we may deem appropriate. 

Mr. Roosrvert. Thank you very much for your statement. 

For the committee and on behalf of the subcommittee, it will be very 
glad to receive from you such a request, and any information which 
you care to submit to the subcommittee will be received. If you care to 
have the subcommittee reconvene at a later time to hear your witnesses, 
we shall be very happy to do so, as we feel you are entitled to have 
full representation in the record. 

Mr. Fasris. We appreciate that very much. 

Mr. Hamiuron. I again would like to make the same request, Mr. 
Roosevelt. I have already introduced myself. 

We may, after reading the record, wish to present affidavits. I do 
not know whether they are acceptable or not, after this hearing. 

Mr. Roosevetr. The record will be open and affidavits will be re- 
ceived. 

Mr. Hamiuron. Thank you. 

Mr. Roosrvetr. If you care to send them.* 

Are there any more ladies or gentlemen who wish to appear before 
the subcommittee ? 

If not, the subcommittee will adjourn at this time. 

(Whereupon, at 3:25 p. m., the subcommittee adjourned.) 


1 No affidavits or other requests to present testimony by oil-company suppliers have been 
submitted to the subcommittee. 


x 





=. 








